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INTEREST RATE AND DOWN PAYMENT ON LOANS GUAR- 
ANTEED BY THE VETERANS’ ADMINISTRATION 


FRIDAY, MARCH 20, 1953 


‘ House or REPRESENTATIVES, 
COMMITTEE ON VETERAN'S AFFAIRS. 
Councin Cuambers, Crry Han, 
Cleveland, Ohio. 


’ The committee met at 9 a. m., Hon. William H. AY res (chairman) 
presiding. 

The Cuatrrman. The committee will come to order. 

So that you gentlemen will know who the committee is composed of, 
to my extreme right is Congressman Bonin, from Pennsylvania. Nexi 
to him is Congressman P routy, of Vermont. On my le ft is C ongress 
man Teague, of Texas, and Oliver Meadows, of the Veterans’ Affairs 
Committee professional staff, and Congressman Edmondson, of 
Oklahoma. 

We appreciate the courtesies that have been extended us so far here 
in the city of Cleveland and the cooperation we have received from 
those who are going to be testifying. 

I want to assure you that we are not here to harass or embarrass 
anyone. We are here in an effort to gather facts regarding the GI 
housing program, the GI loan program, and the direct loan program, 
and then take our facts back to the full committee which, in turn, will 
make recommendations to the Congress for proper legislation. 

Several Congressmen have expressed a desire to make statements to 
the committee, including Congressman Weichel, Congressman Bol- 
ton, Congressman Bender, Congressman Feighan, Congressman 
Crosser, who are near this area, and they hope that our committee will 
be able to get necessary information so that proper legislation will be 
offered to assist the GI housing program. 


. ‘This is as much an inspection committee as it is an investigation 
committee and the main theme that this committee will follow, con- 
trary perhaps to some things you have read in the papers and some 

L things you have heard on the radio and seen on the television—the 


thing we shall always keep in mind is that fair play shall prevail. 
Everyone will be given an opportunity to express his position and I 
assure you that it will not be our deliberate attempt to embarrass any- 
one. If at times some of the questions that the members of the com- 
mittee ask you seem a little pointed, they are asking them for a pur 
pose so that more information can be gathered so that better legislation 
can be passed in behalf of the veterans who are seeking a home. 
Will Mr. Farmer, of the Veterans’ Administration, come forward ? 


145 
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STATEMENT OF H. W. FARMER, REGIONAL MANAGER, CLEVELAND 
REGIONAL OFFICE, VETERANS’ ADMINISTRATION, ACCOMPA- 
NIED BY WILLIAM F. CRAWFORD, LOAN GUARANTY OFFICER 
FOR THE CLEVELAND REGIONAL OFFICE OF THE VETERANS’ 
ADMINISTRATION 


The CuatrMan. Just be seated, Mr. Farmer. Will you state your 
full name and official position ¢ 

Mr. Farmer. H. W. Farmer, regional manager, Cleveland regional 
office, Veterans’ Administration. 

‘The Cuarrman. I believe you are one of the men connected with the 
Joan-guaranty program and you have one of your men with you this 
morning ¢ 

Mr. Farmer. Yes; the loan-guaranty officer, Bill Crawford. 

The CuatrMan. It is your intention to have him make a statement 
to the committee and be questioned by the committee rather than your- 
self ¢ 

Mr. Farmer. Yes; if that is your pleasure, sir. 

The CHatrrMan. I think he perhaps, in all fairness to you, is a 
little closer to the picture than you are sup pos sed to be: is that correct? 

Mr. Farmer. | am sure of it and he is much better informed than IL. 

The CHatrMan. Do you care to call the get ntleman i in charge of that, 
then?’ Thank you. 

Your full name and official position with the Veterans’ Administra- 
tion ? 

Mr. Crawror>. William F. Crawford, loan-guaranty officer for the 
Cleveland regional office of the Veterans’ Administration. 

The Cuamman. As I understand it, Mr. Crawford, you have a state- 
ment that you wot ild like to pre pare ¢ 

Mr. Crawrorp, I h: ave a statement that I think probably would lay 
the groundwork for whatever further questions you may have. 

The loan-guaranty division of the Cleveland regional office was ac- 
tivated in January 1945 following the passage of the Servicemen’s 
Readjustment Act, which became effective in October 1944. At that 
time this office covered the whole States of Ohio and Kentucky. As 
oflicers were opened in Louisville and Cincinnati, these territories were 
transferred to those offices together with the loans which had been 
made during the interim period. The present territory of the Cleve- 
land regional office covers 38 northern Ohio counties stretching on a 
line from Belmont County in the southeast to Defiance County in the 
northwest. This peculiar division of the State resulted from an at- 
tempt to equalize the veteran population so that each office woul¢. have 
an approximately equal share so as to be able to offer the services re- 
quired. During the period from the opening to date this office has 
received 108,651 applications, has issued approvals on a commitment 
basis on 101,903 loans and guaranties on 100,763 loans for a total of 
$671,923.071 with a guaranty hability of $348,284,845. 

It has been the idea of this office from the beginning that it was the 
purpose of Congress in passing this act to enable veterans to secure 
financing at a lower down payment, lower rate of interest and longer 
term than that commonly accepted for conventional loans. With 
this idea as our basic princip! e, We hi: ave atte mpte “| to secure the coop 
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eration of the lending institutions in the area first by selling the idea 
of making GI loans and secondly backing up that sales effort with as 
good a service as we were able to give them to enable them to get these 
loans on their books with as little delay as possible. That we have 
succeeded to a partial degree is proven by the number of loans which 
have been approved and the fact that these loans have been made for 
the most part by institutions within the territory which we serve who 
took them as a part of their permanent loan portfolio. 

We feel that the fact that the commercial banks, the savings and 
loan associations and the mutual savings banks throughout the area 
have taken a large majority of our loans, improves the position of the 
veteran. He is dealing with a local institution with full knowledge of 
the economic conditions under which he is living which has no desire 
for foreclosure action if any possibility exists which will permit them 
to carry on. 

We have attempted in every way possible to work with the builders 
in an attempt to secure housing which is adequate in quality and 
quantity for the veteran purchasers. This being a high-priced area 
has naturally produced more small homes than some sections, and it is 
to be regretted that it would be impossible for builders to produce 
larger homes with more living space at prices which average veterans 
could pay. The building in this area has on the whole been of a 
rather good quality. The VA does not claim much responsibility for 
this because this condition existed before the passage of the Service- 
men’s Readjustment Act of 1944. This is due to the fact that on the 
whole the builders in this area are responsible, sound businessmen 
whose purpose it is to give good construction for the money paid. It 
is also due to the fact that this area contains a larger number of highly 
skilled and trained building mechanics than many other sections of 
the country. The above statement does not mean, however, that there 
have not been poorly built homes in the area. When we go into a 
period such as that from 1945 to now, where the demand for homes was 
exceedingly great and the supply of money was, until recently, plenti- 
ful and cheap, we naturally get some cobblers and untrained con- 
tractors into the field. Some of these have produced some bad hous 
ing, but their number is so greatly in the minority that we feel confi- 
dent that the general quality of the housing in this area will stand 
up under inspection as being some of the best to be found in the 
country. 

At the beginning of the program the VA adopted the system of free 
appraisal. For the first few months the lenders were furnished a list 
of fee appraisers whose services they could employ to secure appraisals 
which were then delivered directly to the lender. This resulted in a 
complete lack of supervision of the appraisal reports and permitted 
some appraisers who had been selected because of their experience 
to present some appraisals which were not in keeping with the pur- 
poses and thought of the act. This was soon changed to a system 
which permitted the selection and approval of the appraisers. It 
was not until January of 1947 that there was a formal appraisal sec- 
tion set up under this program. At that time on a national basis 
the Appraisal Section was established whose purpose was to super- 
vise, train, and control the fee appraisers and to attempt to bring them 
into line with the purposes which Congress had in establishing the 
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reasonable value concept as a part of the basic act. As the construc- 
tion of new homes "iss So it was felt that some control over this 
building should be maintained and an inspection service established. 
This inspection service was established by the VA without any change 
being made in the act. Asa result, it was more or less of a training 
program which was without power of enforcement other than that 
which could be done by persuasion and training. 

In 1950 Congress passed an amendment to the Servicemen’s Read- 
justment Act which for the first time made mandatory the requirement 
that certain minimum standards of construction be established by the 
VA to prevent the building of cheaper, poorly constructed homes by 
some of the contractors who h: ud no thought other than the m: aking 
of the immediate ‘ ‘quic k dollar. 

A program was adopted using as its standard the FHA’s minimum 
property requirements as a basis for all construction from that point 
on. Congress again reenacted this partic ular section and strength- 
ened the hand of the VA in 1952 when it again reiterated the fact that 
no guaranty could issue on any mortgages covering newly constructed 
property unless this property met with the minimum standards 
adopted by the Administrator of Veterans’ Affairs. It further added 
the power of enforcement which gave legal authority to the VA to 
refuse to grant certificates of reasonable value to contractors who 
failed to take care of any structural weaknesses in properties they 
had sold veterans or who in any other way had taken advantage of 
the veteran. This was the one thing needed to enforce the require- 
ments previously passed, and the mere fact that it exists does away 
with the necessity of using it very often, and when its use is required, 
produces immediate results. 

There has been a decided falling off of applications from the high 
points of 1947 and 1950 due to the fact that the lenders have been able 
to loan their money at a higher rate of interest and hence have avoided 
making 4-percent loans. This is a natural reaction due to the fact 
that many of them have a large volume of 4-percent loans on their 
books which they acquired during the first few years of the GI pro- 
gram. This is particularly true in some of the smaller cities where 
the early participation in the VA program was extremely satisfactory. 

The direct loan program which was passed by Congress has assisted 
some areas, where no GI loans are available from private lenders. We 
have 22 counties and port ions of counties approved for direct loans in 
our regional territory. However, the volume of money available does 
not come even close to taking care of the need in these territories 
where GI loans are impossible to obtain from local lenders. We have 
at the present requests for application from 888 veterans whose names 
will probably not be reached before the expiration of the program in 
June of this year. 

In some of these counties the number of GI loans which have been 
made by local lenders was so small even in the days when most lenders 
were participating in the program, that we can hardly hope for much 
assistance from them if and when this program expires. Veterans in 
those territories will have a very difficult if not impossible time in 
securing GI loans. 

As to veterans’ complaints on poor construction, we have, of course, 
in 8 years had many of them, and we have always adopted the idea of 
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following them carefully, usually making a field inspection by 1 of 
our staff employees to see the extent of the reported construction fail- 
ures and to attempt to secure cooperation of the builder in making 
the repairs. On the whole such cooperation has been good, and a 
great majority of the complaints have been satisfactorily adjusted. 
This is not always possible, and there are some veterans who unques 
tionably are suffering under construction difficulties which either 
could not be remedied or where the builder refused to take any action. 
In these cases, of course, the builder is under the present law estopped 
from securing any more GI financing. 

Inspectors and appraisers who have failed in their duty have been 
removed from the list so that the list as it now stands represents a 
considerable paring down from those originally approved. The pres 
ent requirements that all new construction being in spected either by 
FHA or VA Inspectors to determine the fact that it meets with the 
requirements established by the Administrator under the amended law 
has, of course, slowed up operations in our Appraisal Section and 
temporarily produced a backlog, which we are happy to report is being 
worked out, and we should be on a current basis within the next 2 
weeks. The Cleveland regional office of the Veterans’ Administration 
appreciates the op portunity of appe “aring before this committee and 
trusts that committee will call upon us for anything our records 
1hhy hold in its attempt to carry out the duties which it has set for 
itself. 

The CuatrremMan. Thank you, Mr. Crawford, for your statement. 

Mr. Meadows, do you have any questions you care to ask of Mr. 
Crawford ¢ 

Mr. Meavows. Mr. Crawford, will you tell the committee the pres- 
ent structure of the minimum down payment requirements under the 
law and then describe generally the down payment situation here in 
your regional area now ¢ 

Mr. Crawrorp. Well, the present structure makes a maximum down 
payment for anything above $8,400, $8,200 I think it is, 5 percent, 
and below that up to $7,000 you get nothing except the closing charge; 
and between that there is a 4-percent section, but 5 percent is the 
maxXximMmuM, 

There are practically no lenders in this area who are making loans 
on the minimum down payment excepting only those project con 
tractors who have arranged for takeout financing at the time that they 
start their project. That means that a veteran who has nothing but 
the minimum down payment is almost limited to the fact that he has 
to buy from a project contractor. That is about what it amounts to. 
They have been able to do that, the project contractors, but the others 
are practically out. 

The lenders who are making loans on just general properties, used 
properties, or existing prope rties are requir ing up to 20 and 25 percent. 
I would say the average would be 18 percent probably or something 
like that. 

Mr. Mrapows. Can you give any estimate in relation to your 
monthly load as to the numbers that might be getting properties at 
minimum down payments? You said it was restricted largely. 

Mr. Crawrorp. It would be rather difficult, sir, but I would say, oh, 
probably 50 percent, but that is due to the fact that they are limited 
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to this new construction purchases. It is running approximately 50 
percent I would say. 

Mr. Meapows. Can you describe generally for the committee the 
experience you are having with these discount practices here in the 
area, both with regard to financing originating locally as well 
funds that might be coming in from the outside? Describe the dis- 
count rate and the practices, just how it is working here. 

Mr. Crawrorp. Up until recently here we have had very little dis- 
count paper being handled simply because of the fact that most of our 
loans here have been made throughout the whole period by local 
lenders; I mean by that the savings and loans, the mutual saving 
banks, and the commercial banks. They have been by far the major 
lenders in the area. 

I think I furnished the Congressmen here some figures on the whole 
picture, and at that time it ran to a very small percentage of the loans 
that were being made by mortgage companies for rediscount, and the 
savings and loans had by far the the largest percentage. The com- 
mercial bs nks came sec oe with the mutual sav ings banks running in 
there, and the insurance companies on direct applications very small 
he ‘re. 

Outside money has not played until recenty a big part in our lend 
ing operations here. As the money dried up, and by that I mean as the 
boys quit taking 4-percent money in the savings and loans, their inter- 
est rate went up from 2 to 21% percent in some of the area and in some 
of the outlying sections to 3 ; percent. They just had to quit taking 

t-percent money because the 114 spread simply wouldn’t permit them 
to have enough earnings to pay that sort of an interest rate. 

So the mortgage companies then came to the fore and brought in 
some New York money and some eastern money which they had to pay 
a discount rate for. 

However, I have only had one actual repurchase agreement presented 
to the office for ap % roval in all the time we have been operating, and 


from what I could gather from talking to these fellows, practically all 
of them are operating on a brokerage split basis. I mean they are 


working through a broker who is supposedly a legitimate broker and 
making a legitimate sale and, therefore, is able to split his commission 
under the present law legitimately, and that is the basis upon which 
most of the boys are operating in this area. Repurchase agreements 
have never become a major factor in the area. 

Mr. Mrapnows. What is the discount rate on these moneys coming 
from the East? 

Mr. Crawrorp. We understand it depends upon the connections of 
the individual and it goes down to 96, which is the lowest I have 
heard—or the most I have heard that anybody has had to pay. Some 
of them are vetting it for 98 but the most I have heard of anvbody 
paying is 96, 

Mr. Meapows. But it is your impression that the local institutions 
here are not engaging in discount practivtes ? 

Mr. Crawrorp. Just to find out what was going on and what their 
future plans were in making loans and what their requests were, we 
sent out a letter to 57 institutions spread all over the territory. These 
letters were not form letters but were directly addressed letters to the 
heads of the mortgage departments and up until the 16th we had 34 
replies back from them. 
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Some of them admitted brokerage practices, splits. Only one ad- 
mitted any repurchase agreement exchange. Nineteen out of the 34 
were still in the GI loan program. Five were making loans only to 
their customers. Ten of them were completely out and decided the y 
would not come in at all this year without a change in interest rate. 
And the downpayment requirement on 13 was 20 percent, 3 was 25 
percent, and only 3 were at the minimum downpayment out of the 
whole group. The rest of them were between 10 and 15 or leading 
up to that. 

Mr. Mravows. Have you attempted to tabulate that study ? 

Mr. Crawrorp. I have the tabulation. I don’t know whether I 
have it with me. I have it tabulated. I will see that the committee 
gets it. 

Mr. Meapows. Could you at your convenience bring it together and 
mail a copy of it to the chairman ¢ 

Mr. Crawrorp. That’s right. I may have it with me. Yes, here 
itis. Here is a copy of it right here. Here are a couple of copies. 

It shows the institutions tha: have been polled. They covered 11 
of our counties, 11 of our 38 counties. 

The Cuatrman. Mr. Crawford, rather than have this repeated, we 
will just insert it in the record at this point. 

(The tabulation referred to is as follows :) 


COMPILATION OF ANSWERS TO QUESTION NAIRE 


March 16, 1953 


During the period from February 26 to March 5, 1953, 57 letters were sent to 
lenders throughout this region. These lenders represent those who have been 
doing business with GI loans during the past few months. They were addressed 
personally to the head of the institution and 34 replies were received to date. 

We have listed below the institutions from which replies were received giving 
their location, and we have also tabulated a breakdown of the replies given in 
answer to the individual questions which were divided into three classifications- 
first classification had to do with making of loans; the second with lenders’ plans 
for the immediate future; and third, covered any remarks the lenders had as to 
our service. 

INSTITUTIONS REPORTING 


The Akron Savings & Loan Association, Akron, Ohio 
Allied Mortages, Inc., Cleveland, Ohio 

Ashtabula Savings & Loan Co., Ashtabula, Ohio 

The Bankers Guarantee ‘Title & Trust Co., Akron Ohio 
Broadview Savings & Loan Association, Cleveland, Ohio 
Buckeye Savings & Loan Co., Bellaire, Ohio 

Central National Bank, Clevel and, Ohio 

The Citizens Banking & Savings Co., Conneaut, Ohio 

The Citizens Banking Co., Sandusky, Ohio 

Citizens Savings & Loan Co., Canton, Ohio 

The Cleveland Trust Co., Cleveland, Ohio 

Defiance Home Savings & Loan Co., Defiance, Ohio 

The Dime Savings Bank, Akron, Ohio 

SXdgerton State Bank, Edgerton, Ohio 

Evans Savings Association, Akron, Ohio 

First Federal Savings & Loan Association, Canton, Ohio 
First Federal Savings & Loan Association, Cleveland, Ohio 
First National Bank, Akron, Ohio 

Franklin Pioneer, Cleveland, Ohio 

Gill Associates, Inec., Toledo, Ohio 

Home Federal Savings & Loan Association, Marion, Ohio 
Home Savings & Loan Co., 315 West Tuscarawas, Canton, Ohio 
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Inter-Lakes Mortage Co., Cleveland, Ohio 

Investors Diversified Services, Inc., Cleveland, Ohio 
Lorain County Savings & Trust Co., Elyria, Ohio 
Midland-Buckeye Federal Savings & Loan Association, Alliance, Ohio 
Miners-Mechanics Savings & Trust Co., Steubenville, Ohio 
Mortgage Investors Corp., Toledo, Ohio 

National City Bank, Cleveland, Ohio 

National City Bank, Marion, Ohio . 
Ohio Citizens Trust Co., Toledo, Ohio 

Peoples Federal Savings & Loan, Massillon, Ohio 

Society for Savings, Cleveland, Ohio 

Toledo Trust Co., Toledo, Ohio 


QUESTIONS AND ANSWERS 


MAKING OF LOANS 


1. Do you feel the reasonable values established by the VA on new construction 
represent a figure higher or lower than the general market price? 


(a) Equal to market price aasaeeee Seal anes . et, 19 
(b) Bolow the market price 7 
(c) Above market price - aed 3 
d) VA establishes market price icici tal okt i eid hata de 3 
(e) No answer ‘ bli tatetaaat : a ienSesdetiiaies 2 


2. From your experience, do veteran purchasers pay any more for their homes 
than nonveteran purchasers buying under FHA or conventional financing? 


New Construction Existing Construction 
3 Yes 5 


Yes 7 ‘ ‘ivieslanialetiian 
No — 31 No a = 29 


3. What in your opinion is the average builder’s profit on home construction 
(GA, FHA, or conventional) in this area? 


(a) Up to 10 percent__- ae £ aM cnacielalee aaa 11 
(b) 10 to 15 percent____- ; ahr ~ eee 15 
(c) Above 15 percent a a 5 
(d) Don’t know : eet ap suknininc oon oben 3 


+. Does your institution participate in any repurchase or other approved 
financial arrangements which result in GI mortgages being marketed at a figure 
below par? 


(a) Yes 9 
(b) No ae 25 


5. What in your opinion will be the market and construction trend in newly 
constructed homes for the balance of 1953? 


(a) Slower than 1952 ; ain eieaeiinaninet di sis -Setliaaiblinaia 20 
(b) Equal to 1852 ‘ 13 
(c) Above 1952 — ‘ colante 1 


6. Do you feel there will be an increase or decrease in construction for GI 
buyers in the coming year? 


(a) Increase - 9 
(pb) Lex rease = = - 27 
(c) Same . ‘ 5 
LENDER’S PLANS FOR THE IMMEDIATE FUTURE 
1. What are the present plans of your institution regarding GI loans? 
(a) Will make GI loans ae ‘ 3 19 
(6) Will not make GI loans ia pi delbi 10 


(c) Will make GI loans only to customers , : » 
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2. What are your present requirements for a GI loan as to downpayment 
and term? 


(a) Downpayment : 


5 percent palate . in 3 
10 percent ‘ ; - 5 
15 percent — 3 
20 percent — ae . 
25 percent s a 3 
No answer. 10 
(b) Term: 
10 years : : 0 
15 years a - 7 
20 years hs 18 
No answer = 9 
REMARKS 
1. Suggestions as to improvement of service: 
(a) Appraisals take too long : 10 
(b) Too nuch red tape - 2 
(c) Service satisfactory é 6 
(d) General service satisfactory but appraisal service poor 1 
(ce) No answer : LD 


Mr. Mravows. Mr. Crawford, you mentioned a minute ago your 
experience with the complaints and complaint procedures here and 
how you were handling complaints. Could you give the committee 
a little better picture, that is, a current picture of your complaint 
problem here in the area at the present time ¢ 

Mr. Crawrorp. Frankly, the complaints have been decreasing. I 
have got a list here of the complaints received by months over the 
last year pene a half. It is just roughed out, but just to give you the 
figures, in February of this year we only had 11 complaints in the 
office; in 2 anuary, 19; December, 5; November, 6; 16 in October; 14 
in September; 24 in August ; 21 in July ; 33 in June. 

That will just give you a picture of the complaints that we are 
receiving, and in view of the fact that the loan load during that 
period, while it has not been extremely great, has still been running 
into 800 or 850 a month and, in fact, during that same period we had 
619 in February, 959 in Saath 795, 691, 916, 821, 744. So that the 
percentage of complaints being received is still not great. 

Mr. Tracue. It certainly isn’t if that is all you have. 

Mr. Crawrorp. That’s right, sit 

Mr. Teague. What generally are those, Mr. Crawford ? 

Mr. Crawrorp. Why, I would say basically poor workmanship, I 
mean careless workmanship is the basis for most of the complaints. 

We have certain sections where we have had trouble with wet 
basements and primarily it is due, I think, to the fact that those sections 
do not have storm sewers and it takes considerably more effort to keep 
a dry basement in there. You will get that in Canton; you will get 
it in Toledo where they don't have a storm-sewer system. 

We don’t have much trouble around this particular area here with 
wet basements. Occasionally you get one from poor workmanship, 
but the basis of it is in sections where wet basements are accepted by 
the buyer almost as a common fact, and we found that we didn’t get 
complaints on some that we discovered ourselves in our own inspec- 
tions that ordinarily would have produced complaints, but they just 
seem to expect it as a matter of fact. It shouldn't be, of course, and 
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we have made considerable effort, particularly in those two cities to 
enforce better methods of tiling, and tiling away from the house in 
cases where there was that condition. 

Of course, the biggest problems I think are the ones that come from 
simply carelessness about rough grading, er ading so that the stuff 
runs Sete the house instead of away from it, failure to put splash 
blocks in, and small plaster cracks, and cuaniee things that a con- 
tractor if he would jump into the picture could correct for from $50 
to $100 if he did it at the time it came up. Then he lets the veteran 
sit in there and stew while he doesn’t do anything, and the first thing 
you know, he has deve loped himself a major complaint out of some 
minor items which could have been cleared up very quickly and very 
easily. 

With the good contractors I have found, the first call, bang, he is 
out there with somebody and cleans it up and he has got the thing 
all straightened out and everybody is happy for a comparatively smal] 
umount of money. 

Mr. Mrapows. You mentioned the punitive provisions of Public 
Law 550, Veterans-Servicemen’s Readjustment Act of 1952, and that 
it had placed you in a different position. Now, I am not asking you 
for the names of any groups that might have been subjected to puni- 
tive action under Public Law 550, but can you tell us whether it has 
been necessary for your office to invoke those provisions ? 

Mr. Crawrorp. On 2 or 3 occasions; yes. 

Mr. Mreapows. Will you be able to give the committee the names 
of the firms or companies which were denied further financing ? 

Mr. Crawrorp. The way it has worked, we have simply held up 
final inspections. We have never held up intermediate inspection be- 
because we didn’t feel it was our job to put a man out of business or 
to stop his getting his money or that sort of thing, but we have held 
up final inspections and we have held up future applications for 
appraisal. 

It has always been our theory here that we are not here to put any- 
body out of business, any contractor, but we have simply used it as a 
basis for hurting him in the pocketbook temporarily until such time 
as he would produce the results, and then we have tried to withdraw 
it and go ahead with him on a normal business basis if he produces the 
results he was supposed to produce. 

Mr. Mranows. Have you come to an impasse with any firm? 

Mr. CrawFrorp. Not to the point where they won’t do anything, no, 
at no time. 

Mr. Meapows. If you could give us the names of those where it 
has been necessary to use that provision, we would appreciate it. 

Mr. Crawrorp. Yes. 

The Cuamman. He can give those to you, then. 

Do you have any questions, Mr. Prouty ? 

Mr. Proury. No; I think not. 

The Cuarmman. Mr. Teague? 

Mr. Teavvur. Mr. Crawford, how does a veteran know what he is 
supposed to ree ‘eive when he gets a home? 

Mr. Crawrorp. Quite often he doesn’t, unfortunately. He buys a 
house that he sees down the street ; they tell him it is going to be like 
that. 
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Mr. Teague. What if it isn’t like that? What if it shows a drive 
way and there is no driveway? What if it has an icebox in the house 
and there is no icebox in his, or if it has a stove and there is no stove 
in his, and if it has a porch and there is no porch for him ‘ 

Mr. Crawrorp. Well, of course, individual cases of that sort have 
arisen, there is no question about that. 

Mr. Teacur. The builder files a copy of plans and specifications 
with you ¢ 

Mr. Crawrorp. He does in every case where he is asked for an ap 
praisal in advance. In other words, where he asks for a panel 
appraisal, 

Mr. Tracur. He comes in and asks you / 

Mr. Crawrorp. He has a right to look at them if he wishes to, and 
he has bought a house and it does not meet with our plans and spe- 
cifications then, of course, we can step into the picture and attempt 
to enforce action to make the builder come through with everything 
that is on the plans and specifications. 

In fact, if we are doing our job right, it should be in accordance 
with those plans and specifications because we are supposed to inspect 
it right as it goes along. 

Mr. Teague. From the number of complaints you have, you are 
not having the trouble they are having in a lot of places where they 
have a sample of model home and the veteran ends up with quite a 
different home than the model home. 

Mr. Crawrorp. I think, sir, that the bulk of the builders here are 
getting panel apraisals in advance. We have had no trouble with 
them on that and we have tried to get them to work with them, to 
make it as easy for them as we can so that they will do that, and we 
have some control. 

Mr. Tracur. You had 888 applications for direct loans? 

Mr. Crawrorp. Yes, sir. 1 mean, those are these cases that we 
have on the priority list. 

Mr. Teague. And you are out of money ¢ 

Mr. Crawrorp. Well, we still got applications we are working on 
right now and we have enough we think to use all the money that we 
have coming April 1, which we hope will be in about the same amount 
that we have received during the other calendar quarters, which is 
around $500,000. 

Mr. Teacur. Do you have any assurance of more money or do 
you know how your region compares with others as to the number 
of pending loans? 

Mr. Crawrorp. No, sir; I do not. 

Mr. Treacur. Do you think, Mr. Crawford, that increasing this rate 
of interest will help in these areas where you have direct Toans? 

Mr. Crawrorp. In some of them; in some of them it wouldn’t. As 
I said in my statement there, checking over of the loans made 
throughout those areas shows that in some of them there were very 
few loans made even back in the days when everybody was making 
loans. 

Mr. Tracur. Do you believe to increase the interest rate would 
help enough so that it will relieve a lot of difficulty ? 

Mr. Crawrorp. It would tremendously increase the volume of loans 
for a period. Now, how long that period would be, I don’t know. 
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Mr. Teacur. Four and a quarter percent, or four and a half per- 
cent ¢ 

Mr. Crawrorp. I think it would almost have to be 414 to do 
much food because. as L said a minute ago. the bulk of our loans are 
made by boys who are now paying 214 to 3 percent on their money 
and unless you have got enough spread in there to pe rmit them to 
make a living and pay their increased costs of operating, and most 
of them have ¢ gone into rr ather elaborate spreads of new offices and 
have increased their forces, and all of that stuff, and with the other 
expenses voing up, | don’t think they can operate unless they do have 
a little more than a point anda eee 

Mr. Teacur. I notice, Mr. Crawford, Jefferson County has 198 
applications. Do you people make any atte mpt to encourage bankers 
or investment agencies in different counties to make GI loans? 

Mr. Crawrorp. We went into every county that we had and called 
on lenders and tried to stir up interest. Frankly, we are not quite 
sold on the idea of the Government being in the lending business. 
Most of us have been private lenders ourselves and we kind of hated 
to see the thing start, frankly, and so we went out into the field and 
tried to sell them on the idea of making GI loans. Most of them 
felt they were overloaned in com se small towns and couldn’t go any 
higher than they had on their percentage of GI loans. 

You speak of Je tte ‘rson C ounty, we have one le nding institution in 
Jefferson County, one bank, which has made a tremendous load of 
loans, but they are just loaned up to the point where the State boys 
tell them that the y have got too much, their Inspectors tell them they 
have wot too big a load of that type of loan, the Vy shoul | spread their 
investments. 

I don’t think that in those areas that a difference in interest rate 
would mean so much simply because most of them participated 
heavily in the D rogram at the bes ginning and they have loaned up their 


percentage of hat they fivure tl ey can dare loan at one type of risk, 
and I don’t t hink that the interest rate would make so much differ- 
ence. It would make a tremendous difference here and in Akron and 


Toledo and Canton and the bigger cities, it would increase the volume 
materially, I think. 

The Cuarrman. Then, Mr. Crawford, in making your survey 
throughout the State in an effort to determine which counties were 
entitled to direct loans, you did not base it on the lending institutions 
refusing to do so but on the fact that the lending institutions were 
just not available in those counties; is that correct / 

Mr. Crawrorp. In most cases I think, sir, at the time this direct 
program came in, most of these lending institutions, the ones who had 
participated in the program at all—you have got a certain number 
of small towns who just didn’t participate in the program at all, 
who never participated and who never will probably. 

The CHairmMan. Not even at 414% 

Mr. Crawrorp. They don’t like to do business with a governmental 
agency, let’s be frank about it. They have just adopted the attitude 
that they don’t want to bother with it. They are mostly one-man 
banks and one-man savings and loan companies in a lot of the counties 
and that one man just doesn’t happen to feel like going into the pro- 
gram and for that reason he doesn’t. As a result, you have got a 
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number of counties of that sort, 7 or 8 or 9 of them that you could 
probably pick out that are almost controlled by one-man banks and 
one-man savings and loans. , 

Mr. Tracur. Mr. Crawford, besides your direct loans here in Cleve 
land, what is the situation as far as money for GI loans? 

Mr. Crawrorp. There is money available for GI loans in Cleveland 
but it is avaliable at a higher downpayment than most of the boys 
can afford to pay. 

Mr. Tracur. What is that downpayment ? 

Mr. Crawrorp. It averages 20 percent in Cleveland. 

Mr. Treacur. ‘Twenty percent ? 

Mr. Crawrorp. Yes. 

Mr. Tracur. That is pretty high, isn’t it ? 

Mr. Crawrorp. That is, as I said, outside of the project. building. 
I am talking about if I go out here and pick out a house in Lakewood 
or Cleveland Heights or something and want to buy it, that is, not 
financing previously arranged by some experts or some builder, then 
I have to go to a bank to get the loan and it will cost me an average 
of 20 percent for a downpayment, I can get it probably without any 
question. 

The Cuarrman. Could I interject a question at this point? 

Mr. Treacur. Yes. 

The Cuarmman, In your statement, Mr. Crawford, you said that 
the lower downpayment and the lower rate of interest and longer 
term than that commonly accepted for conventional loans was the 
intent of the Congress when they set up the GI program. 

Mr. Crawrorp. That is as we see it, sir. 

The Cuarrman. Do you feel in your judgment, having had as much 
experience in this as you have hi id, that the 4-percent loan when the 
law was first established was considered not as a benefit but as a fair 
rate ¢ 

Mr. Crawrorp. Well, it was fairer than the rate would be today, 
looking at it from the private lenders’ viewpoint. They all had tre- 
mendous amounts of money on hand and they weren’t able to put it 
out at higher rates of interest. It looked like kind of a nice thing to 
them at that time. A great many of them entered into it. 

Let’s be frank. They entered into it with a purely patriotic view- 
point, too. There were a lot of these lenders who went into this thing 
with an honest attempt to do everything they could for the veterans 
in the early days, and then they loaned themselves up, particularly 
in these smaller towns, they loaned up to a point and then they just 
had to quit, and that produced a situation which we are bevinning 
to feel the reverberations from now, not being able to get loans in those 
sections. 

I think it was, of course, much fairer at 4 percent than it is now, 
because most of them have raised their interest rates to depositors in 
the interim from that time, and expenses have increased in the 
meantime. 

The Cuamman. Do you feel that at that time it was of greater 
benefit to the veteran to be able to buy the house for the small down- 
payment than it was at the 4 percent interest rate? 

Mr. Crawrorp. Oh, yes, I think so. He came out of the service at 
that time and he didn’t have any money, and the veterans who stepped 
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into the market at that time, all of them benefited very greatly. 1 
mean, looking over your list of loans and the prices that “they paid 
for them and then thinking ot the hundreds of transfers that have 
taken place since, where the boys have been able to pick out a nice 
profit out of their business at that time, and they bought them at a 
low rate of interest, that low rate of interest has been used by them as 
a selling point. <A lot of them will let them be assumed; as a result, 
they were able to sell at a higher price. The boys in the early days got 
a very nice deal out of it. 

The Cuarrman. The veterans contacting you now for loans, are 
they in a position to make this large downpayment, that is, percent- 
agewise ¢ 

Mr. Crawrorp. The ones who come in are not. The ones who have 
the money to make the large downpayment go to one of the banks and 
get a loan without much of a problem. He doesn’t present a problem; 
he doesn’t come to us at all. It is the fellow who doesn’t have that 
down payment who is in to see us and he is in a spot. Let’s not fool 
ourselves, he is really in a spot because he can’t get that loan in most 

cases. 

The Cuarmman. Then you would say that under the present opera- 
tion a large percentage of the veterans in your region cannot get a GI 
home because they do not have a large enough downpayment? 

Mr. Crawrorp. That’s true, I would say throughout, taking it over 
the whole territory, yes, that’s true. 

The CuarrMan. Taking the Cleveland region ‘ 

Mr. Crawrorp. That’s right. 

The Cuatrman. Mr. Edmondson ? 

Mr. Epmonpson. Mr. Crawford, if the primary problem is as you 
have stated the failure of the veteran to have a sizable downpayment, 
how is an increase in this interest level from 4 to 414 percent going 
to improve materially the situation ? 

Mr. Crawrorp. Well, I think if the boys can make a little more 
earnings, they will drop the downpayment. I think the downpayment 
is put in there to discourage GI loans. I think that’s the answer. I 
mean, they simply raise it up to the point where they think they can 
only pick out the loans that they would probably make anyhow on @ 
conventional basis, so they just jump it up simply for the purpose 
of discouraging them. 

Mr. Epmonpson. Have you conducted any kind of a survey or in- 
quiry among lending institutions to give us any kind of real founda- 
tion for your belief that an increase from 4 to 41 4 percent would result 
in a great increase in loans? 

Mr. Crawrorp. Yes. This tabulation I handed your chairman a 
moment ago—I have the letters with all the answers there if the 
committee would desire to examine them. I could even have photo- 
stats made of the individual letters, and I would say that the majority 
of them bring out very forcibly, which it does not do in a tabulation— 
brings out very forcibly the fact that they weren’t going to make any 
loans or they were going to slow down until they got more interest. 
They put it down very plainly in their letters. 

Mr. Epmonpson. Were you satisfied from the answers you received 
from most of these listed institutions that an increase from 4 to 44% 
percent would induce them to lower their down payment to the 5-per- 
cent figure ? 
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_ Mr. Crawrorp. Well, that question was not asked, you know, and 
{ have no basis for making a statement that that is true other than 

_ simply discussions with different lenders, so I have no factual 
asis for making such a statement. 

Mr. Epmonpson. I am sure you realize that on a typical $10,000 loan 
over a 20-year period, that an increase from 4 to 414 percent would 
probably mean $609 or $700 additional cost, and over a 30-year loan 
it would be over a thousand dollars additional that that would cost 
the veteran to get a $10,000 house. 

Mr. Crawrorp. Yes. 

Mr. Epmonpson. I think that most of the Members of Congress 
and certainly most of the members of this committee would share 
your feeling of reluctance on having the Government come into the 
lending business but as you know the law, it is not the intention to 
put the Government in the lending business except in areas where 
private lenders are not doing their job or are not lending the money 
to build these homes. And I am sure that in each of these counties 
where you have certified for a direct loan, that you have found private 
lenders not doing the job. Isn’t that right? 

Mr. Crawrorp. That’s right. We have no cities, sir, of over 25,000 
or 30,000 that are in the direct loan areas at all. 

Mr. EpmMonpson. This $500,000 that you are slated to receive April 
1 will make available for your direct loans less than $600 per man on 
this 888 waiting list that you have? 

Mr. Crawrorp. That’s right. It will make on the average the size 
of your direct loans, approximately 75 loans, I mean about 25 a month 
is what we are able to make. 

Mr. Epmonpson. So unless there is an increase in the amount of 
money made available for direct loans or unless some other action is 
taken by Congress to unfreeze the lending situation as far as the pri- 
vate loans are concerned—you have a situation here where at least 
800 of your veterans have no prospect of getting any help on lending 
for their homes for a long period of time. 

Mr. Crawrorp. That will probably be increased very materially if 
it were known that the money was available. It is known now 
throughout the area that money is not available and that the boys who 
put in these requests for direct loans are putting them in with the idea 
of waiting several months before they can even get an application. 

We have kept an accurate priority system up here so that we file 
them as of the date and the hour of receipt and keep them in a pri- 
ority order and approach them as the money is available. 

Mr. Epmonpson. I think your office is to be commended for the 
effort you made to influence private lenders in the past to make the 
loans on a patriotic basis. I just wonder if today that effort is still 
being carried forward on any kind of an organized and sustained 
basis to induce private lenders to do that. 

Mr. Crawrorp. No, sir. 

Mr. Epmonpson. Is there any reason for discontinuing that? 

Mr. Crawrorp. Maybe it was just a little disheartening, sir, I mean 
to be real truthful. 

Mr. Epmonpson. It did appear that you had magnificent results 
for a period of time with it and I just wondered about that. 

Mr. Crawrorp. You mean as far as the general picture? Yes, we 
contact these boys. We try to keep in contact with all of our lenders 
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throughout the area, simply to build up and keep goodwill because 
that’s the basis oe ‘which you can keep them in the picture as much 
as you can. 

I misunderstood your question, sir. I thought that you were talk- 
ing about this contact before the direct loan program that I spoke of 
where we had contacted lenders in direct loan areas before we made 
them direct Joan areas, in an attempt to get them back into the pro- 
gram. But on a general idea, yes, we do keep in touch with the boys 
who have been in the program generally and who are making GI 
Joans. 

Mr. Epmonpson. With your lending agencies ¢ 

Mr. Crawrorp. With our lending groups, yes. But we haven’t gone 
out into the direct loan territories and tried other than selling. We 
have tried to sell some of these peop le on direct loans but—— 

The Crarrman. When you said you had become a little disheart- 
ened, you meant when you sent out your survey and got a report back 
as you did that such a large percentage sa , “We absolutely won't do 
it”? 

Mr. Crawrorp. That’s right. 

The CuHArrman. If the gentleman will yield for just a moment— 

Mr. Epmonpson. Thank you, Mr. Crawford. 

The Cuatmrman. We hear a lot in the testimony that has already 
been brought before the committee in Washington. Mr. Crawford, 
that some lending institutions are deliberately holding back, thinking 
that there might be an increase, but just as SOON as something definite 
comes out so that they know they aren’t going to get. it or that they are 
going to get it, loans would be available. What is your position on 
that? 

Mr. CRAWForD. Well. “3 course, that’s one of those quesses. My 
pel sonal opinion is that if } It Was ever dec ided Cc ‘ole 1.1 ve wouk | get more 
money either way. mes “se re was a definite decision, that would 
happen: as long as it ; be ine batted around, the boys are naturally 
coing to wait to get the 114, or 414, whatever is finally decided. If 
there is once a cold decision or if there is an Executive order saying 
it would be so and so, whatever is done, that would make it firm enough 
so that the boys would realize that that’s it, then I think you would 
get more money. How much? That’s one of tlfose guesses, 

The CuarrmMan. It wouldn't give any relief to these areas that are 
now being served by by direct loans? 

Mr. Crawrorp. Not to some of them, sir. There are some of them 
that would open up. Some of these areas, as I said a minute ago, 
weren't getting proper . coverage even in the days when other institu- 
tions were making them. I think there is going to be some sections 
that you are always going to have weaknesses in. 

Mr. Bonry. One question. Has your regional office received any 
money from Washington for direct loans within the past 6 weeks? 

Mr. Crawrorp. No. 

Mr. Bonin. None whatsoever ? 

Mr. Crawrorp. No, sir. We have received our regularly quarterly 
allotment. : 

Mr. Bonin. Just your regular allotment? 

Mr. Crawrorp. Regular quarterly allotment. 

The Cuarrman. Mr. Prouty? 
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Mr. Provry. What is the average cost of a GI loan in this region? 

Mr. Crawrorp. | suppose right now it is between 12 and 14 some 
place. 

Mr. Proury. What do you think the annual income of the GI should 
be to jus tify an investment like that ¢ 

Mr. Crawrorp. It is pretty difficult to put that down because each 
case varies so much because of the size of the family and the obliga 
tions that the individual has assumed. Ve have tried to hold to 
about somewhere around 20 percent of his residue, net income, and 
In our own personal figuring of the thing we find that we were talking 
about the 5 percent downpayment a few moments ago, and we find tl hat 
we are running into another problem that where a man has or does 
get a5 percent down downpayment loan and has a 95 percent mortgage 
to carry, that a great many of them are running into the problem that 
they can’t carry it simp sly because they have obligated themselves so 
heavily on the outside in these purchas es of other items, and it is 
vetting to bea real problem. We find that in our check of direct loans 
because there we have a direct credit check on them and it is getting 
to be a real problem and our percentage of turndowns for credit pur 
poses is growing higher. There we have the 5 percent dow hpavment 
or the no downpayment in the smaller towns, in the smaller, lower 
priced houses. 

Mr. Proury. What is the average interest rate on private home con 
struction / 

Mr. Crawrorp. The conventional rate is 5 percent, I would say, 
average throughout the area. FHA of course is a little lower. 

Mr. Proury. Thank you. 

The Cuatrman. Is it not true, Mr. Crawford, that one reason the 
price of a house here in Cleveland is a little higher is that you hav: 
one of the highest labor costs in the country ¢ 

Mr. Crawrorp. That’s right, sir. It has always been a strong union 
town insofar as the building trades are concerned. I think, on the 
other hand, too, with all due respect to that, it has produced a little 
better quality housing because of a little better control over the type 
Oo. people working on it, and so one offsets the other. 

The Cuairman. That may be one of the reasons why your percent 
age of complaints has been so low, 

Mr. Crawrorp. We have always felt that we did have a little highe 
quality labor here simply because they were so thoroughly coniealio’ 
und there isn’t this half and half at all where nobody works on a house 
in the Cleveland area without being a union man. Asa result of that, 
it does run up the cost, let’s not fool ourselves, because they do get 
a higher rate of pay than is paid even in some cities within a stone’s 
throw, you might say. 

The CuarrmMan. I think what Mr. Prouty was trying to get at 
correct me if I am wrong on this, Mr. Prouty—is that what income 
a man needs to purchase the product of a man who is making as much 
money as your skilled workmen and even common laborers here in the 
building field. In other words, a man can be making $2 an hour, which 
is a fairly good wage, but he is trying to buy the product of a $2.75 
an hour man. It is out of proportion. 

Mr. Crawrorp. Well, of course, there is no question about it through 
out this area. We are either the third or fourth highest in the United 
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States in cost. We are constantly in hot water with our Washington 
office, who can’t understand why our costs run so high. For that rea- 
son they have checked our costs within the last month and have come 
up with the idea that they are all right, based on our present labor and 
material costs, but it is high, there is no aaron about that, particu- 
larly in the Cleveland metropolitan area. But, on the other hand, we 
probably have as highly paid workmen in this area as they do in any 
other part of the country. The bulk of them are skilled mechanies 
and I think the thing does balance off, sir, so that for the most part 
your average workman who is a good skilled shop mechanic is making 
almost enough to buy the product of the skilled union workman. 

Mr. Proury. Do you find that some of the boys are having an in- 
creasing difficulty, however, in maintaining their present payments 
rr payments at the present level ¢ 

Mr. Crawrorp. Peculiarly enough, our delinquencies are pretty 
mall. We only had 1,600 delinquencies of any sort, reportable delin- 
quencies, which means 60 days or over, out of 100,000 loans. 

Mr. Proury. I thought you said a minute ago— 

Mr. Crawrorp. No. I said we were running into the point where we 
checked credit on these boys before they started. We were finding 
that they already had themselves in debt so bad that it would be rather 
difficult for some of them to buy housing and more of them are being 
turned down before they do get anything from a credit standpoint 
than we previously had. 

Mr. Prowry. How many foreclosures have you had since you 
started ¢ ' 

Mr. Crawrorp. We paid 4,601 claims, sir. 

Mr. Proury. How much money does that involve? 

Mr. Crawrorp. I would have to plead guilty as to that. I don’t 
know, sir, offhand, but percentagewise it is away below what we have 
spent. 

Phe Cuarrman. Is that all, Mr. Prouty? 

Mr. Proury. Yes. 

Mr. Tracur. What if I walk into your office and say I have a wet 
basment? What happens? 

Mr. Crawrorp. We get a man out there from our construction sec- 
tion as quickly as we can. We start out by writing a letter that day 
to the builder. 

Mr. Teacur. Do you have someone specifically in that office that I 
oC na 

Mr. Crawrorp. Yes. We have a man set up who does nothing—I 
mean he ‘dain’ do anything else but that, but that is his particular 
job along with his o ther work in our construction analysis section. 

Mr. Tracur. If a veteran walks in that office and says, “I have got 
a complaint on housing,” there is a man he can talk to? 

Mr. Crawrorp. That’s right, sir. 

Mr. ‘Tracur. What is your biggest problem as loan-guaranty offi- 
cer ¢ 

Mr. Crawrorp. Biggest problem ? 

Mr. Tracur. Yes. Personnel? Do you have all your personnel? 

Mr. Crawrorp. Personnel is good right now, we have enough and 
it is pretty highly trained, it is pretty ‘good quality. 
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The biggest problem of any loan-guaranty officer, I suppose, is the 
appraisal section always. That’s always your problem because it is 
one of those things that is subject to so much constant pressure from 
builder and lenders and speedups. They want speedups on this and 
they want more money, and all that, so that is always your problem. 

Mr. Mravows. Mr. Crawford, I think you read the figures awhile 
ago but if you could give them again, what has been your monthly 
level of operation on guaranteed loans here now for the last year? 
Would you read them rather slowly so I can take them down ? 

Mr. Crawrorp. I think I furnished that to your chairman. How- 
ever, I have it here and I can give you another copy of it. That’s the 
only copy I have with me but I have others at the office. That gives 
you the last 14 months. I gave that to Congressman Ayres because 
be was particularly interested in that period by months. 

Mr. Mrapows. ‘To summarize it, January 1952, 1,000 GI loans. It 
has fluctuated around the 700 figure, going as low as 5. 

Mr. Crawrorp. That’s right. 

Mr. Mravows. And in the latter _ of 1952 it was fluctuating 
around the 600 and 700 figure. In January of 1953, 959; February 
of 1953 it had dropped to 619. 

Mr. Crawrorp. That’s right. Now it is running approximately 
the same this month, I would say. That would be my guess. | 
haven't had figures taken off but I have just watched it. 

Mr. Mreapows. There is a seasonal element in January and February 
to figure ? 

Mr. Crawrorp. Toa certain extent, yes. 

Mr. Meapows. I know that you can’t give a precise answer to this 
question, Mr. Craw ford, but we have to look to persons such as your- 
self for an opinion. Now, in your opinion here, your level has been 
around an average of 700 per month for quite a while. What would 
a raise in interest rate to 414 percent in your opinion do figurewise? 
Would it add 100, 200, 300, 400 2 

Mr. Crawrorp. I don’t know, sir. I was just looking back over 
the figures now. The only way you have of making even a guess at 
something like that is to look over some similar change that may have 
taken place i in the act in the past. In looking back over vur annual 
firures, in 1948 we had 10,638 loans made in this area during that year. 
The previous year we had had 20,000; 1947 was our biggest year. 
Then in 1949 the same question was raised, if you remember; that 
particular point of interest was brought up at that particular time and 
the lenders dropped down until we only had 9,417 loans made in the 
year of 1949. Then they came along with the change in the law 
which increased the guaranty and we jumped from 9,417 loans in 
1949 to 18.543 loans in 1950. 

That was just more or less a shot in the arm of a similar nature. 
It didn’t increase the interest rates but it did increase the safety and 
security of the instrument that was taken by a difference of 4,000 to 
7,500, and in this area with most of the loans highe r, it meant that much 
change. So it did increase the load, it almost doubled the load duri ing 
that year. Then it began to go back down again. 

That is the only basis I would have for even making a guess at what 
any change would mean in actual number of loans, sir. 

Mr. Meapows. You don’t know, in your opinion, whether it would 
double this 619 figure ? 
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Mr. Crawrorp. Well, it would increase it. It would increase it 
materially because I know that certain groups of lenders would im- 
mediately start making loans again. They have told me so personally. 
They have told me so in this survey we have made in writing, and 
they have simply said that they will not increase their volume until 
they do vet an increase. 

Don't misunderstand me, I am not arguing for an increase in rate. 
That is not my position or not my place to do so. 

Mr. Mrapows. Let me develop it a little further, then. There are 


other factors in the question other than the theoretical number of 
oe ig might ine baie if you raised the interest rate to 444 percent 
ol , percent. General Gray, the Administrator of the Veterans 


Aff L's, i as indicated that on a national basis, that while the Nation is 
t a 30,000 per month level and has been rather sti itic for about a year, 
that in his opinion the saturation point for the Nation might be some- 
where between 35,000 an | 38,000 loans per month, diregarding how 
many loans that lenders might be willing to make at a specified interest 


rate. 
What is your opinion of that condition here? Let’s assume that an 
nerease to 414 percent would bring great volume of money into 


your regional area: could the area absorb a 100 percent increase / Is 
there that much demand for housing ¢ 

Mr. Crawrorp. The demand for housing very definitely in the Cleve- 
land metropolitan area here I feel has been fairly well met for new 
h ousin g an a, of course, a s long as you mi ake avi ail ible to veterans or 
anv other group of penole loans on which they can buy housing at : 
small down payment and a long term, you will be able to sell ee 
There will be a turnover ike of existing homes. That would give 
another shot in the arm to the building industry unquestione ably, but 
on a normal demand as things exist now, I think we are re: aching the 
point where we are getting fairly saturated as far as actual building 
operations are concerned. 

There are a lot of homes sitting in Cleveland right now unsold. 

Mr. Mrapows. You move back to another question then, don’t you, 
Mr. Crawford? The fundamental purpose of this law was to provide 
housing to returning servicemen and not necessarily to act as a crutch 
or a brace for the building industry or the lending industry. 

Mr. Crawrorp. That’s right. 

Mr. Meapows. The representations made to the committee and the 
question which the y mus t ultimate ‘ly answer is, we have 30,000 in the 
Nation, and you indic ta about a 700 average in your area, that are 
able to get 4 percent loans. Now, the question is what percentage in- 
crease would a 414- or 414-percent raise in the interest rate bring to 
your operation? Because it brings the Congress ultimately to this 
question : Should they tack on anywhere from $500 to $1,500 per loan 
on 30,000 people to secure additional money for 10,000 people ? And 
we are very badly in need of an estimate as to precisely as near in your 
judgment as you can give us what an increase to 41, to 414 would do 
percentagewise to your region and, more particularly, what kind of 
money would it bring in? Would it merely increase speculative build- 
ing and not ere: itly help the veteran in the rural and small-town areas, 
or would it ac tually create relief in the areas which are most dras- 
tically hit now ¢ 

Mr. Crawrorp. fas of course, I think it would increase speculative 
building. I think it would increase the volume in the city areas and 
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it would not increase it materially in some of the small-town areas, 
and it would bring into the market a lot of out-of-town money prob- 
ably; that is, not here but it would be made available to come in. 

Now, this is entirely a personal opinion. I think it would last only 
for a short period of time, possibly a year, and at that time then all 
the other rates would assume their relative positions that they have 
now. In other words, if you have a 4-percent loan now for GI and 
114 for FHA, and 5 percent for conventional, when they made this 
change they would probably bring FHA into line with it on the same 
basis, so that that would make it 414 and 434, and your conventional 
would immediately fall into place, the same rok ative position above it; 
and after the first flurry was over, you would be right where you are 
now, only on a higher level. 

Now, I may be wrong but that is purely my personal opinion. 

Mr. Tracur. Do you believe that then you would have a request to 
raise it to 5 percent ? 

Mr. Crawrorp. Well, I believe unless I am wrong that the same 
practices of trying to split fees and get extra fees would be just the 
same as they arenow. Maybe I am wrong about that, too, but I don’t 
think so. You would vet all this monkey business of trying to pick 
up an extra point here and an eXtra point there, which would go on 
just the same, only it would go on at a little higher level. 

Mr. Mrapows. That brings up another issue then, Mr. Crawford. 
The argument is advanced that it would do away or largely nullify 
this discount practice and that the veteran would, in turn, be able to 
veta cheaper house in this wily. f “he builder would not be pay ing the 
discount which he obviously passes on if he can to the purchaser. 

Is there any real assurance that discontinuing the discount practice 
would ultimately push it down to the veteran. 

Mr. Crawrorp. I don’t think it is possible. Now, maybe I am 
wrong on this but I don’t think it is possible to appraise down to a 
dollar. An er is not that careful, is not that exact a science. 
We have watched it carefully where we know the discount practice 
is going on ina eninge we have attempted to cut it 2 or 3 points of! 
of that fellow’s figure. But somehow he manages to continue opera- 
tion just the same, even though we have obviously and openly just 
simply cut off a2 or 3 point margin from what we have arrived at and 
figured was the final figure. In some way he manages to keep going 
anyhow and get the 2 or 3 points out. He will squeeze it out of his 
project some way. 

I think the only way you will ever get rid of that sort of practice, 


if there was a change, is to just simply make it illegal to do it in any 
way, shape, or form. Every time that the Congress has changed that 
law a couple of times, making it impossible for a buyer to pay any- 
thing, they make it impossible for a builder to pay anything and leave 
the broker open, so they all use the broker as the way through. 

The only way it will ever be possible will be just to make it an illegal 
transaction, simply make it illegal to take under-the-table payments, 
and those don’t result in very many. 

Mr. Meapows. Back to this saturation-point question, Mr. Craw- 
ford, here you are at a 619 or around the 700 level. Let’s say that an 
increase in the interest rate to 414 percent would give you a 50-percent 
inerease or 250 a month or around 12,000 or 15,000 new homes per 
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year. In accordance with your own estimates it is largely in specu- 
lative new-home con struction in the bigger cities of your area ? 

Mr. Crawrorp. That’s right. 

Mr. Meapows. In your opinion would the normal demand take care 
of—is there a demand for that many additional houses in those cities 
in your district ? 

Mr. Crawrorp. There would be no way in the world of knowing, 
sir. We have no way of knowing how m: ny people are applying to 
lenders for loans and being turned down because we get so compara 
tively few of them in our office. They are turned down and they just 
quit, and the number who come to see us are mostly from outlying 
areas where they want to get into the direct-loan picture, where they 
have absolutely no chance of getting anything locally, and we have 
quite a lot of those and we have a large traffic in them and try to do 
whatever we can for them. But as far as the city areas, there is no 
way of knowing what the demand is. 

Based upon a survey by Mr. Whipple Green, who is the local statis- 
tician for the real-estate interests here, at the time he put out some 
figures around the first of the year there was something like 3,700 
homes, I think he said, that were for sale and unsold in Cleveland, 
new homes that had never been occupied. Whether those homes are 
unsold because of the fact that they just can’t get the money to buy 
them or whether they are unsold because people have quit buying 
temporarily, that is something that I am not able to tell you, sir. 

Mr. Meapows. That is all, Mr. Chairman. 

The Cnatrman. I think the bulk of that, Mr. Crawford, was on the 
down payment? 

Mr. Crawrorp. That’s right. 

The CHamman. That they didn’t have ample funds. 

Mr. Proury. Mr. Crawford, what ratio of GI housing on an annual 
basis to all housing is there in the area? 

Mr. Crawrorp. It has run as high as 60 to 65 percent. 

Mr. Proury. 60 to 65? 

Mr. Crawrorp. Yes, sir, generally. 

Mr. Proury. Thank you. 

Mr. Bonin. Mr. Crawford, has there been a survey recently made 
of your office here ? 

Mr. Crawrorp. Yes, here in the last month, in fact. 

Mr. Bontn. Have there been any irregularities found in your Office? 

Mr. Crawrorp. No, sir. 

Mr. Bonryn. None whatsoever ? 

Mr. Crawrorp. No, sir. 

The Cuamman. Mr, Crawford, I think I speak for the committee 
when I say you have been most helpful in presenting your opinions 
and also the facts that you have had on this. As I understand it, you 
will be available throughout the hearing in the event there are any 
questions that come up? 

Mr. Crawrorp. Yes. 

Mr. Epmonpson. Mr. Chairman. 

The Cuatrman. Yes, Mr. Edmondson. 

Mr. Epmonpson. I would like to know if Mr. Farmer, the regional 
manager, concurs in the statements of Mr. Crawford in all major 
particulars or if there are any points on which he believes we should 
have supplementary views or possibly different views that he might 
hold on any statements made by Mr. Crawford here today. 


Om 
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Mr. Farmer. I definitely concur. There are a few little points that 
I didn’t hear back here, but I am familiar with his viewpoint in the 
main. 

There was one question asked just a few moments ago about irregu- 
larities. ‘The answer was no, and I am assuming you meant anything 
like graft or gift-making or that sort of thing. 

As Mr. Crawford would hasten to tell you, if he didn’t understand it 
that way, there are always admonitions to do this or do that or the 
other thing. I have in mind the scant lumber matter and a few 
things of that nature that we always pick up and you are all familiar 
with. I just wanted to make that clear. 

The Cuatrman. Did you have in mind, Mr. Bonin, recent work 
that was done here by the people. from Washington ? 

Mr. Bonrn. That's right. 

The Cuamman. I think that is what Mr. Bonin had in mind. 

Mr. Bonrn. The central office, the work that they had done. 

Mr. Farmer. And that question was asked at the closing of the 
meeting, and the answer was that they found nothing of any sort to 
lead them to believe that there has been anything like that along that 
line. 

The Crarrman. I think their report was more of a discrepancy 
within VA specifications and accepted building practices here in the 
Cleveland area. 

Mr. Crawrorp. That’s right. 

The CuatrmaNn. Isn’t that right? 

Mr. Crawrorp. And they have been working with FHA on top 
level on some of these things which couldn’t be worked out at this 
level, and I think the local offices are now in complete conformity as to 
the thought on how to enforce their standards, and I think we have 
even got all of the builders in line now without any problem. 
That has been one of the reasons for the delay, getting the builders 
in individually and talking to them, working out those problems, and 
we have got that, I think, worked out to the point where I think we 
only had three cases to still work on over there on a panel basis as of 
yesterday, so that we have even got our backlog pretty well out of the 
way now. 

The Cuatrman. I think, Mr. Bonin, if anyone is unhappy with the 
way the operation has been, those people appearing this evening with 
their personal complaints probably would bring that out, and Mr. 
Crawford will be available and so will Mr. Farmer at a later date, 
if necessary. 

Mr. Crawford, you have been most helpful, and thank you very 
much. 

Before we get to the next witness, we will declare a 5-minute recess 
to stretch a httle. 

(A recess was had.) 


STATEMENT OF HUDSON HYATT, PRESIDENT OF THE GREATER 
CLEVELAND VETERANS’ COUNCIL 


The Cuamman. The hearing will continue. 


The next witness will be a representative of the veterans’ organ- 
izations. 
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Will you please state your full name and official position with the 
veterans’ group ? 

Hyarr. Mr. Chairman, I have prepared my statement in nar- 
rative form, but before commencing to read it, I should like to state 
that in addition to the statement which I am going to read, at last 
night’s meeting of the Cuyahoga County Counce cil of the Veterans of 
Foreign Wars, Mr. Richard B. Kay was authorized to appear specifi- 
cally on behalf of that organization and make a statement or such other 
presentation as he deemed advisable. I am told that he will return 
at approximately 11 o’clock, prepared to make that statement. 

My name is Hudson Hyatt. I reside at 3007 Somerton Road, 
Cleveland Heights, Ohio. I am a veteran of World War II and 
own my own home, which is subject to a GI loan. 

I am a past commander of Cuyahoga County Council, Veterans of 
Foreign Wars of the United States, a past judge advocate general 
of the same organization, and am presently serving for 1952-53 as 
president of the Greater Cleveland Veterans’ Council, a central coordi- 
nating association of congressionally chartered veterans’ organizations 
representing, in Cuyahoga County, the American Legion, Veterans of 
Foreign Wars of the United States, Disabled American Veterans, and 
American Veterans of World War II. I am a lawyer and my nearly 
14 years’ experience as such has been almost. equi ully divided between 
Federal, civilian, and military service, and private corporate legal 
work. 

Mr. Tracur. May I ask you a question there ¢ 

Mr. Hyarr. Yes, sir. 

Mr. Treacur. How are members chosen by the different veterans’ 
organizations ¢ 

Mr. Hyarr. Each of the county or district councils of the four 
component organizations in Cuyahoga County selects delegates to the 
Greater Cleveland Veterans’ Council, as follows: 

The present county or district commander is automatically a dele- 
gate, as is the immediate past or district commander. The county 
or district commander for the time being appoints two other dele- 
gates to this council. It is, as I shall endeavor to explain, principally 
for the purpose of coordinating the work of the four organizations and 
is not designed to 

Mr. Tracur. Is there a specific meeting date ? 

Mr. Hyarr. The last Tuesday of every month. 

Mr. Tracur. The last Tuesday of every month ? 

Mr. Hyarr. Yes. Next Tuesday is our next meeting. 

The bylaws of the Greater Cleveland Veterans’ Council provide, 
among other things, that it shall not issue statements of public policy 
of substantial interest to veterans as such unless and until the views 
of its component organizations have been obtained and found to have 
been in substantial unanimity. Generally speaking, on such subjects 
as the GI housing program, involving technical questions of law as 
well as economics and practical business, our component organizations, 
on the post level, originate resolutions after consideration of local con- 
ditions, which resolutions are submitted to our county and district 
levels for transmittal via the department convention to our respective 
national conventions. The resolutions adopted by the national con- 
ventions are the only resolutions having the force of mandates, bind- 
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ing upon our respective national legislative directors and committees. 
Between conventions the respective national councils of administration, 
executive committees, or other bodies comparable to the board of 
directors of a private corporation have similar legislative powers 
within limits. 

Our four organizations and their veterans’ council received official 
notice of these hearings on Monday, March 16. ‘This brief time did 
not permit us to ascertain the national positions of our respective 
organizations with respect to the problem under investigation here 
today. 

The Cuarrman. Mr. Hyatt, the committee has heard the Veterans 
of Foreign Wars and the AMVETS and the Disabled American Vet 
erans organizations. We have not heard the American Legion and 
their position. However, we are somewhat familiar with the posi- 
tion taken by the national organization. 

It is not our intention to attempt in any way to have local organ- 
izations differ with the national organization. However, we did feel it 
would be advisable, even though your national organization has 
stated a definite stand and a definite policy, in many instances that we 
talk to the veteran who was in the field and a little away from Wash- 
ington. Oftentimes we find that it is good for us to get out of the 
woods in Washington and get back and review the facts as they actu- 
ally are. That is our reason for talking to the individual veteran 
groups in the field. 

Mr. Hyarr. That statement was only by way of explanation of the 
usual procedures of our four organizations in such matters and is not 
to be construed as an indication that there is no problem. We here in 
Cleveland recognize that a problem exists. We know that veterans are 
complaining of the difficulty of obtaining GI home loans. We also 
know that bankers are reluctant, for understandable business reasons, 
to make a home loan at 4 percent when they can make one at 414 or 5 
percent. For reasons I have already indicated, we are not in a position 
to officially suggest a solution. Accordingly, this concludes my official 
statement for the Greater Cleveland Veterans Council. 

I should like now to add a personal statement which is entirely un- 
official and has no binding effect on either any veterans’ organization 
to which I may belong or might otherwise represent. I submit the 
following, based on general conversations with other veterans as well 
as bankers. 

It is my personal belief that the veteran is interested primarily in 
purchasing a home with a minimum downpayment and a minimum 
monthly payment. 

The minimum monthly payment depends upon (a) the amount of 
the downpayment; (2) the term of the mortgage; and (¢) the interest 
rate. 

Subject only to credit restrictions, the law can have little control 
over the amount of the downpayment which a veteran has with which 
to purchase a house. He will usually have less than a nonveteran of 
equal age. 

There remain, then, two factors which can be controlled to some 
extent to give the veteran a better break on his home loan: (1) The 
term of the mortgage, and (2) the interest rate. 

A major factor in the term of the mortgage is the condition of the 
house, either as to age, need of repair, or soundness of construction. 











470) INTEREST RATE AND DOWN PAYMENT ON GI LOANS 


| have heard of GI “cracker boxes” whose floors collapsed when a 
piano was moved in, and I have seen similar small houses under con- 
struction where the studding, later concealed by the wall finish, con- 
sisted in part of scrap pieces of 2 x 4’s butt-ended together with a 
scrap of 1 x 4 to hold them upright until the plaster concealed the 
defect. Such faulty construction must obviously tend to shorten the 
term for which a competent appraiser would approve a mortgage and 
thus increase the monthly payment. 

If more rigid inspection or penalty provision could be devised to 
assure the veteran the same sound construction in his $10,000 to 
$15,000 GI home as the nonveteran is able to afford in his slightly 
higher-priced home, I believe that the interest rate on GI loans could 
be slightly increased to encourage banks to favor GI loans, without 
resulting in an appreciable increase in the veteran’s monthly payments. 

As matters now stand, the spread between the GI interest rate and 
the FHA interest rate discourages banks from participating in GI 
loans except where combination loans can increase the total Govern- 
ment guaranty. 

I personally believe that the extension of direct veteran’s admin- 
istration loans into such large ee areas as Cuyahoga County 
is not necessary in view of the number of banking institutions avail- 
able. It would also tend to make the VA the only mortgage-loan 
bank for some 15 million veterans and to deprive normal banking 
channels of the opportunity to serve veterans. This might have 
serious effects on our banks and business in general, would undesir- 
ably increase the cost of operating the VA, and probably increase the 
real cost, including administrative overhead, of the handling of such 
loans. 

Let me emphasize again, these are my personal views and not those 
of any veterans’ organization or any other veteran. Nevertheless, I 
believe they are sound conclusions. 

I might add in further comment that in the example that Congress- 
man Edmondson I believe raised earlier of an increase in a half 
percent on a mortgage over 20 years, amounting to something like 
$600, I think roughly that figure is out to about 214 a month over a 
20-year mortgage or somewhere in that general vicinity, which is the 
point I have in mind. 

The Cuarrman. Thank you, Mr. Hyatt. You have made a very 
thorough study of this, I can see, and we appreciate your statement 
not only for the veterans’ group you represent but also your own 
personal comments. 

Mr. Teague? 

Mr. Tracue. I believe I have no questions. 

The Cuarrman. Mr. Prouty ? 

Mr. Proury. I have no questions at this time. 

The Cuarrman. Mr. Bonin? 

Mr. Bonry. Mr. Hyatt, have you given consideration to proposed 
legislation or at least bills that have been offered in Congress with 
respect to a warranty for 1 year? 

Mr. Hyarr. May I ask what you mean by a warranty? I am not 
familiar with the specific legislation. 

Mr. Bonrn. A warranty for 1 year after completion and acceptance 
of the home by the veteran. 
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Mr. Hyarr. As to absence of defects in it? 

Mr. Bonin. That’s correct. 

Mr. Treacur. Major items, roofing, basements, floors. 

Mr. Hyarr. I think that might well be along the lines of what I 
suggested of more rigid inspection or penalty provision. What is 
practicable is something you gentlemen have to decide after hearings, 
but that seems to tie in along the general lines. Usually the most 
obvious defects in the house will crop up in the first year or so, pre- 
sumably during the settling process, although the labor representa- 
tives who are here present will be more familiar with that than I am. 
That certainly ought to help a veteran to some extent. 

The Cuairman. Can you concur with Mr. Crawford’s testimony 
that the complaints here in the Cleveland area have been negligible ¢ 

Mr. Hyarr. He is speaking about the complaints that he actually 
receives at the Veterans’ Administration. We in the veterans’ organ- 
izations almost every time we have a dinner or clambake or any other 
excuse to get together hear of somebody griping for one reason or 
another he was unable to get a GI loan. In some cases that may be 
his own inability to assemble a minimum downpayment. 

I heard of one case just recently where the man was apparently mak- 
ing about $95 a week in a shop here in Cleveland and a banker to 
whom he applied for a GI loan—and I say in this instance I don’t 
know what his downpayment or note was to operate with—they did 
everything they could to discourage him from a GI loan to encourage 
him to taken FHA or other type of standard loan. And in discuss- 
ing this matter Sunday night with some veterans at a veterans’ as- 
sembly, a young veteran of World War II told me that he was com- 
pelled to go to some of the less conservative financial institutions in 
order to swing a loan on the home that he needed. 

The Carman. There is considerably more comment on the in- 
ability to get loans than complaining about houses that they have 
already purchased ¢ 

Mr. Hyarr. I don’t know that I can answer that categorically. 

The Cuarrman. I was referring to Mr. Crawford’s testimony and 
referring to the few complaints he has had regarding faulty construe- 
tion and bad workmanship, and so forth. 

Mr. Hyarr. I think most of the complaints of faulty construction 
and bad workmanship arose in the first few years after the war when 
these cracker boxes, as I always call them, were being built on a fairly 
large scale, tailored to meet a specific market in the neighborhood of 
$10,000. 

The Cuamman. Along the lines of your comment about the veteran 
not being able to get a home tod: ay, would you care to make a guess, and 
I realize that is about what it would be but you are pretty close to 
this, as to how many veterans in the Cleveland area would like to 
buy homes if they could get them for a small downpayment ? 

Mr. Hyarr. I couldn’t answer that even on a guesswork basis with 
any reference to numbers or percentages. All I could say with reason- 
able accuracy again is what you might call an educated guess and that 
is that there is a substantial number of World War II veterans who 
have some small nest egg and who need either living quarters outside 
of their parents’ home for their own family, or who need larger living 
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quarters than they now occupy and who have not been able as yet to 
swing home ownership. 

The Cuatrman. Thank you. Mr. Edmondson ? 

Mr. Epmonpson. I take it from that, that you couldn’t give us any 
reliable estimate or even a good guess as to the number of veterans in 
the Cleveland area who do not own homes and who want to be home- 
owners ? 

Mr. Hyarr. No, I couldn’t. Had there been a period of say 6 or 8 
weeks between the notice of this hearing and the time of the hearing, 
it might have been possible to arrange for some questionnaire to have 
been sent out. Whether that would have been accurate even after the 
results were received is again a problem. I know when I was county 
commander, I used to send out return penny post cards for answers 
on specific questions, and it used to take 6 weeks to get a 60 percent at 
best return in order to make plans for some event that we were plan- 
ning. So even if a survey were attempted, I don’t know how accurate 
it would be, and none has been attempted. 

The Cuarmman. Do you know offhand how many veterans there are 
in Cuyahoga County ? 

Mr. Hyarr. I don’t know whether I have that figure or not. I 
guess I don’t have the figure with me but one of the Cleveland news- 
papers recently published an editorial within the past few days noting 
that countrywide, and I think the same percentage extended through 
Ohio and to Cleveland, 1 out of 8 citizens or persons residing in the 
United States is now a veteran. 

I do know this, that the Cuyahoga County Council of Veterans of 
Foreign Wars represents as of this date around 7,000 members and by 
the end of the fiscal year it will be pretty close to 9,000, I assume. 
The American Legion represents a substantially similar and perhaps 
greater number. Of course, those two organizations include both 
World War I and World War II veterans. 

I know that the total number in Cuyahoga County would be sub- 
stantial but I am not prepared to state what it is. 

The Cuatrman. I thought if we had the exact number of veterans 
here and then, by taking the number of loans that have been issued, 
we would have not an accurate estimate, but much closer than we have 
at the present time. 

Mr. Hyarr. Well, of course, the situation as to demand for housing 
is confused in another respect which probably is beyond the jurisdic- 
tion of your committee, and that is a continuance of rent control here 
in Cleveland, in the Cleveland area. That has meant to some extent 
at least that people with controlled rents, fixed at earlier dates and not 
fully raised to compensate for present-day costs, are in many instances 
occupying more dwelling units or rooms than they would normally 
occupy if it were on a competitive market. That, in turn, forces the 
veteran to purchasing a home when he might otherwise under present 
war conditions of rental rent a place. That was my condition. I had 
a growing family and I had to go out and swing a loan willy-nilly. 

Mr. Meapvows. For the record, Mr. Ayres, and this of course does not 
deal with the city of Cleveland, but to try to create a parallel on a 
national basis, the record may show here that there are 17.2 million 
eligible World War II and Korean veterans. In other words, veterans 
who have potential eligibility for loans; 3.1 million have used their 
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loans. <A little over a million is being added a year by the Korean 
conflict. Of course, nobody can reconcile this 3.1 million with the 
17.2 million and come up with the figures of those that own the homes, 
those that have bought under FHA, and those that have bought under 
conventional loans, and those who would never have any desire to buy. 
The only firm figure we have is the 17.2 million eligible and the 3.1 
million, which have used their eligibility. 

The CHarrmMan. Somewhere in between those two figures is the 
figure we would like to have. 

Mr. Hyarr. If you took a ratio of the population of Cuyahoga 
County to the national population and assume that the ratio ‘of vet- 
erans in the national population obtained in Cuyahoga County, which 
I think it does beyond a shadow of a doubt, you could compute from 
those statistics approximately what the number of veterans is in this 
county and what the number is who have not yet used GI loan benefits. 

The Cuarman. If there are no more questions from the committee, 
thank you, Mr. Hyatt, for your interest and your statement. 

Mr. Hyarr. Thank you. 

The Cuarrman. Before continuing the veterans’ testimony, we have 
some gentlemen who have made a special trip down from Buffalo. 
Congressman Radwan is a member of the Veterans’ Affairs Commit- 
tee and since their regional office is as close to Cleveland as it is, there 
are some gentlemen here from Buffalo who would like to make a state- 
ment at this time. So if you gentlemen from New York will come 
forward, we will be glad to hear you. 


STATEMENT OF GEORGE M. MARVIN, ASSISTANT SECRETARY, 
BUFFALO SAVINGS BANK, BUFFALO, N. Y., ACCOMPANIED BY 
KENNETH E. HARVEY, MORTGAGE OFFICER, ERIE COUNTY SAV- 
INGS BANK, BUFFALO, N. Y. 


The CuarrMan. Will you state your name and your position? 

Mr. Marvin. I am George M. Marvin, assistant secretary, Buf- 
falo Savings Bank, Buffalo, N. Y. 

The CHarrMan. W ill you speak a little louder ? 

Mr. Marvix. Members of your committee, the institution that I 
represent probably is one of the largest lenders of veterans’ loans 
in the State of New York outside of “metropolitan New York City. 
We have close to $70,000,000 in GI loans. 

Our cooperation has been 100 percent on the no downpayment and, 
as the law has been amended, to the downpayment of 5 percent which 
is existing now. However, I wish to officially say in Vehalf of our 

. institution that we are confronted with a very serious problem of 
rate. We feel that a 414 percent rate is only a justifiable return on the 
risk involved. If we are paying 2% percent to attract people to save 
money, and sometimes you might feel that is a poor reward for people 
to be ‘thrifty, and credit is only created through the thrift of others, 
and to maintain a continual flow of lendable funds, we feel that a 
41% percent rate is only a fair return for an investment of this type. 

As I have stated, certainly there are a few institutions in the State 
of New York that have a portfolio of the size of ours and we are still 
continuing 100 percent w "ith the veteran loan program. 

The Cuarmman. Mr. Teague! 
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Mr. Tracur. Mr. Marvin, if we raise this to 4144 percent, how much 
additional money do you believe will come into the program in your 
particular area? How much additional money can you people put 
in ¢ 

Mr. Marvin. Weare meeting the demand. 

Mr. Teacur. Today? 

Mr. Marvin. Yes. Oh, yes. We will continue to meet the demand. 
There is no thought in our mind of discontinuing except in respect to 
rates. 

Mr. Treacur. Do you believe that if we raise this to 414 percent that 
will be a pattern that will be followed through on FHA and through- 
out the Government as far as interest rates are concerned ? 

Mr. Marvin. Inthe United States you mean ? 

Mr. Tracur. Yes. 

Mr. Marvin. It is rather hard to say because there are areas in the 
United States where GI loans are rather difficult to procure, in the 
Midwest and the far South. 

Mr. Tracur. If it is raised to 4144 percent you think that soon there- 
after there would be a demand to raise it to 5 percent? 

Mr. Marvin. Oh, I wouldn’t want to say that. You see, the com- 
mon rate of dividend for deposits in the eastern area is 214° percent. 
Some savings and loans I believe pay 3 and as high as 314 but they are 
entirely a different type of instituticn than the one I represent. 

Mr. Tracur. Today you people are meeting the demand ? 

Mr. Marvin. Absolutely, 100 percent. I have been very interested 
in the statements that have been made here; it is quite converse to what 
exists in our city. 

Mr. Tracur. You know, Mr. Marvin, that VA is guaranteeing loans 
on approximately 30,000 homes a month. 

Now, I am sure you heard the question earlier whether as long as we 
ean build 30,000 houses a month, should we add this amount of money 
up to $1,000, $1,200, increased interest over a 20-year period to a vet- 
eran’s home? Should we raise it to 4% percent ? 

Mr. Marvin. Of course, I feel it should be raised to 414 percent. We 
accept loans with the existing minimum downpayment, providing the 
credit “ course of the individual is not such a debt far beyond his 
ability to pay. But your problem or what your committee should 
ascanmeal to Congress is a change in the term. The law is wrong 
when you get over $12,000, you go into a 20-year term. The law is 
wrong. You should change that. That should be ch: anged to a 25- 
year term, say up to $13,000, on a $14,000 home. There is your trouble. 
* We are perfectly willing as a lending institution to go into a 25-year 
term loan. In fact, we make them now where you get permission from 
the Veterans’ Administration. You have to get special permission. 

Mr. Tracur. What about other banks in that area? 

Mr. Marvin. Well, Mr. Harvey is going to follow me and he 
represents—— 

Mr. Teacue. From a different organization? 

Mr. Marvin. The Erie County Savings Bank. 

sut your trouble, gentlemen, is, let me say, you should change ~ 
term and get up around say $14,000 sale price and make that a 25- yea 
term. That is going to alleviate some of your problems. 

The Cuarmman. Mr. Marvin, when you were making loans several 
years ago at 4 percent and when the money wasn’t costing you as much 











INTEREST RATE AND DOWN PAYMENT ON GI LOANS 475 


and your operating expenses weren’t as high, you had a fairly good 
profit presumably, otherwise you wouldn’t be c ontinuing to make loans 
at 4 percent ‘ 

Mr. Marvin. It is not profitable. 

The CnarrmMan. It is not profitable but you are not losing money or 
you wouldn’t continue / 

Mr. Marvin. No. You are in business of course for profit. When 
you pay your depositor 21% and it costs you 1 plus overhead to run the 
bank, let me say, gentlemen, to process a GI loan, the cost of under- 
writing is prohibitive almost. It is terrible, the paperwork involved. 

I would like to recommend to your committee, you should change 
this term from 20 to 25 years for a, well, $13,000 house, then you will 
get more loans out. 

The CHatrman. Then your position, Mr. Marvin, is that you have 
been a good, loyal, American bank ? 

Mr. Marvin. One hundred percent. 

The CuarrmMan. You had the interests of the veteran at heart # 

Mr. Marvin. That’s right. 

The CHarrman. And even though it was burdensome to you 

Mr. Marvin. We have continued. 

The CHatrmMANn. You have continued to handle the loans on a small 
downpayment at a 4 percent interest rate ? 

Mr. Marvin. And that includes today. 

The CrarmrMan. Right today there are no veterans in the Buffalo 
area With good credit who couldn’t get a GI loan through your 
organization ? 

Mr. Marvin. That is right. That is right. 

The Cratrman, If that were the condition throughout the country, 
we wouldn’t have been here today. 

Mr. Marvin. Wouldn’t it be wonderful? But could I formally 
suggest that some consideration by the Congress certainly, and there 
is where you are wrong when you add a half a percent and give them 
a 25-year term, it is not costing them any more. 

Mr. Teacur. Mr. Marvin, a Member of Congress made a statement 
to our committee in the last couple of days that there is more money 
in savings today available for loans than at any time in the history of 
our country and that that is one of the reasons that the interest rate 
should not be increased because there is a great supply of money, so 
that we should not increase the interest rates. 

Mr. Marvin. Well, our supply, we will withdraw it and go into 
Government bonds that are selling at 94. 

I cut this out of the paper. You can buy 214’s at 94.22, and we can 
handle millions of dollars with 1 man, with no underwriting. 

The CuatrMan. In other words, your patriotism has about reached 
the goal line insofar as you can personally continue to go? 

Mr. Marvin. That’s right. We would like to see the rate raised 
to 414, extend that term from 20 to 25 years for something above 
$12,000 and the whole problem is settled, entirely settled. You 
have no problem. 

Mr. Tracur. Do you have any suggestions as to how to cut down 
the paperwork and red tape that you have to go through? 

Mr. Marvin. Say, I would be here all day. I would be here all day. 
We have a wonderful GI situation. 
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Mr. Teacur. Are we doing things that we could easily cut out and 
cut out a lot of the paperwork and red tape! 

Mr. Marvin. Well, my next trip is going to be to Washington to 
get some of the difficulties straightened out with some of the people 
who write directives and don’t have a form 

The Cuamman. Mr. Marvin, these hearings are going to be con- 
tinued in Washington. If you would like to be notified when we meet 
down there, I think your testimony would be very helpful. 

Mr. Teague. Or if you would submit ste itements to the chairman 
on specific recommendations on the paperwork, the red tape that we 
vo through in making one of these loans 

The Cuarmman. We would be very happy to receive that. 

Mr. Marvin. Maybe I can look some of you men up. 

Mr. Tracur. You people are the ones we have to learn from. 

Mr. Marvin. You see, you make it so burdensome and so costly that 
you lose confidence in the guaranty. We are constantly alert to pro- 
tect ourselves, not knowing what we might be confronted with 5 or 10 
vears from now by the way these directives are written. 

Now, New York State is different than the State of Ohio in respect 
to foreclosures and bonded debt for public improvements, and all that, 
which is at the present time creating a terrible burden. We get sus- 
picious or we lose confidence because we feel that the people writing 
these letters don’t have full understanding of local conditions. But 
certainly change the term and give a fair return and I think in many 
areas eo oe 

The Cuarrman. And keep the downpayment low ? 

Mr. Marvin. Yes. But of course the trouble is the cost. I heard 
a gentleman say this is one of the most expensive areas, Cleveland. 
If you could only produce something where the $85 or $80 or $70 a 
week man could own his home, of course, that’s a problem outside of 
my category, but your problem could be settled. 

The CuarrmMan. We appreciate your coming down from Buffalo. 

Mr. Provry. Could I ask something? Mr. Marvin, if I have an 
income of say $5,000 a year, how much can I afford to pay for a home? 

Mr. Marvin. Well, divide that into the net weekly income and I 
will give you the answer. 

Mr. Tracue. One hundred dollars. 

Mr. Marvin. Then he has to pay income tax, you take that out, and 
take out the maintenance that you have on your home of 114 percent 
of the value of the building, not the land, and I don’t want to make a 
statement until I sit down and figure that out, but something less than 
25 percent for housing, providing you haven’t any extraneous debts 
or debts beyond your ability to pay, or any outside items. We could 
take care of you. 

Mr. Provry. What percentage of the applicants for GI loans that 
you receive are accepted ? 

Mr. Marvin. You see, they are screened before they get into our 
office. There is a system of what we call prior approv al. In other 
words, a builder of a substantial number of houses can go right to the 
Veterans’ Administration, get the borrower prior- -approved, and they 
sign that approval or send it to us, and it is all done. But, of course, 
we as an approving institution review the findings of the Veterans’ 
Administration. Some of those we throw out. 











PRAT OO 


INTEREST RATE AND DOWN PAYMENT ON GI LOANS 477 


You asked me a percentage. We will take care of anybody where it 
is a reasonable transaction within the ability of that man to assume the 
debt. 

I want to call on some of you fellows when I go to Washington. 
This law should be changed. 

Mr. Tracur. We will be glad to see you. 

Mr. Marvin. This law should be changed, you are wrong on that 
12-year term. You are wrong. 

Mr. Teacur. That’s the law. 

Mr. Marvin. That’s bad. 

Mr. Mrapows. Can you elaborate a little, Mr. Marvin? You said 
it would make a difference with you. Would that have a substantial 
effect on the flow of funds into the program generally ? 

Mr. Marvin. That would be rather hard to state. Now, our atti- 
tude is that probably the average occupancy of a home would be from 
8 to 12 to 15 years; there would ‘be some ¢ ‘hange in that man’s family so 
that he won't be in that house, that it will be resold. You will prob- 
ably find between 8 and 15 years there will be a change; he wouldn’t 
be there 25 years. 

Here are the payments; maybe that would help you if you have 
time. It shows the difference. 

Mr. Treacur. Mr. Marvin, is it healthy or unhealthy if it is not too 
easy to get a loan? 

Mr. Marvin. It shouldn’t be too easy, no, or you wouldn’t be using 
prudence in lending. We make a full investigation of the borrower. 

The Cuarrman. But you think it should be easy for the veteran to 
get a loan if he has the ability to pay? 

Mr. Marvin. Yes, in our area, yes. 

Mr. Bonin. Mr. Marvin, you are speaking now of the metropolitan 
area of Buffalo? 

Mr. Marvin. That’s right. 

M. Bontn. How does it affect the rural areas outside the metropoli- 
tan areas? 

Mr. Marvin. I can’t answer you too well on the rural areas. 

The Cuatrman. If the interest rate was raised to 4144 percent would 
you be interested in going out into the rural areas ¢ 

Mr. Marvin. Well, I will tell you how we have handled it. The 
local office in Buffalo has made direct loans to veterans in the rural 
areas and after the loans have been made and consummated, we have 
purchased those from the Veterans’ Administration. 

You see, that will save us a lot of work and a lot of time. It has 
all been done and all we do is look at the collateral and we buy at par 
from the Veterans’ Administration. I think that is ideal. It saves 
us all the paperwork, the traveling. It is an ideal situation. 

The Cramman. You have no objection to the direct loan program 
as long as it is used as it is at the present time ? 

Mr. Marvin. That’s right. In our area we have purchased loans 
from the Veterans’ Administration made in the rural areas 

Mr. Bonin. What percentage, Mr. Marvin? 

Mr. Marvin. Very small. 

Mr. Bonin. Very small ? 

Mr. Marvin. Yes. 

Mr. Bontn. That is what we gathered from other hearings in 
Washington. 
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The Cuarrman. Mr. Edmondson ? 

Mr. Epmonpson. Mr. Marvin, does this 214 percent that you are 
paying to your depositors represent a recent r: ais e ln the—— 

Mr. Marvin. Yes, sir. 

Mr. Epmonpson. How recently / 

Mr. Marvin. This week. 

Mr. EpmMonpson. Do you mean you just raised it to 244 percent this 
week / 

Mr. Marvin. Yes, sir. 

Mr. Epmonpson. What was it prior to then { 

Mr. Marvin. Two. But may I qualify that statement? New York 
City you see has been paying 21% for some time. 

Mr. Epmonpson. So you have just come up to the New York level? 

Mr. Marvin. Yes. And we are contronted with a problem of in- 
vestment. We either go in the Government bond market. or go out 
of the GI market, and we are making an honest presentation to you. 
I think it is very simple arithmetic. 

Mr. Epmonpson. One thing that we have to take into considera- 
tion here that I would like to sound you on is the effect of a rais se in the 
rate on the GI loans to 414 percent upon other securities and other 
interest rates. Now, in the event the rate came up to 41%4 percent on 
the GI loan, it is not at all out of reason that your interest rate would 
be raised on your Government bonds, and when that happened 
wouldn’t we be right back in the same place that we are now on this 
cycle where the Government bond would still be more attractive to 
a lot of lending institutions than this veteran’s loan ? 

Mr. Marvin. It is right now. We are limited in our lending. 

Mr. Epmonpson. That is, you know there is talk now of raising the 
Government bond interest even further ? 

Mr. Marvin. You see what happened to the 214’s now, they are 
94.22, below par. 

Mr. Epmonpson. Yes, I know that. 

Mr. Marvin. That gives you a yield of three something with no 
expense. 

Mr. Epmonpson. Certainly when they do come up further we are 
going to be in even a worse predicament. 

Mr. Marvrx. Money is a commodity, supply and demand. The 
Federal Reserve of course a year and a half ago pulled their support 
from the Government bond market and there is the result. It sought 
its own level. 

Mr. Epmonpson. Of the two suggested changes that you have made 
regarding term and regarding increasing this interest rate, which 
do you think is the more important, the more imperative ? . 

Mr. Marvin. Being selfish, of course, it would be the rate, but to 
benefit all you should change the term and the rate, and I think you 
will have a decided change in attitude in the United States. That is 
a broad statement but I think it is very elementary arithmetic. 

Mr. Epmonpson. Of course, the effect of increasing the term would 
be—— 
Mr. Marvin. To lower the downpayment. 

Mr. Epmonpson. To take up the shock of the change in the interest 
rate. 

Mr. Marvin. That’s right, and nobody has mentioned here this 
morning about the terrible discounts that these GI loans are sold at 
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in other parts of the country. They are getting it at 94. Who pays 
for that ? 

Gentlemen, understand, this is all par that I am speaking of. 

Mr. Bonin. The average discount on loans, Mr. Marvin, operating 
throughout the United States is about 96 now ¢ 

Mr. Marvin. Around 96. 

Mr. Bonrn. Average ¢ 

Mr. Marvin. Yes. I think you could buy all the GI loans you 
wanted at 96. 

Mr. Epmonpson. On this order prior approving that comes in to 
you, GI loan applicants that come in to you, would you say that your 
institution accepts as high a percentage as three fourths of them? 

Mr. Marvin. Oh, yes. Oh, yes. 

The CuatrMan. Mr. Meadows? 

Mr. Mreavows. Mr. Marvin, did I understand you to say that your 
bank is not partic ipating in any of these discount practices ¢ 

Mr. Marvin. We don’t; no. 

Mr. Mrapows. Not on advanced funds? 

Mr. Marvin. Not on GI loans; no. 

Mr. Mrapows. Mr. Marvin, a few weeks ago the Director of the 
Housing and Home Finance Agency, in testimony before the Senate 
Banking and Currency Committee, said that FHA loans at 414 percent 
were maintaining a margin of less than 1 point and that in a few 
instances that there was actually a premium. 

Mr. Marvin. That’s right. 

Mr. Meapows. And, insofar as he knew, perhaps with 1 or 2 excep 
tions, the discount was not more than 1 point. I am wondering if you 
could give us a little further elaboration on why you say 414 rather 
than 414 percent, and in that regard I note that you carry a very 
substantial amount of FHA 414 loans here. 

Mr. Marvin. That’s right. They are a hundred percent guaranteed, 

Mr. Mrapows. Yes, but there are certain other implications, are 
there not? It takes you quite a little time to get your money in a 
foreclosure, I understand you must wait 3 years. 

Mr. Marvin. No; 3 months. A New York State foreclosure would 
be about 90 days, and we have title. 

Mr. Mreapows. You mean that you are saying that there is a sub- 
sti antially less element of risk in an FHA loan than there is a Vet- 
erans’ Administration loan? 

Mr. Marvin. Yes; it is 100 percent guaranteed. 

Mr. Meapows. Yes, I understand that, but the experiences which are 
recited, at least current experiences—we don’t know what they would 
be under other circumstances—show that the default rate has been 
quite satisfactory with the guaranteed loan. 

Mr. Marvin. It has been fine; excellent. 

Mr. Meapows. But you do feel there is an element of risk in there? 
As a matter of fact, the present: ation which we have and which was 
made before the Senate committee turns it just the other way around 
und tries to show where the GI loan has an advantage, a risk advan- 
tage over the FHA loan, and here are some of the reasons that were 
set forth: 

Lower recoveries, all foreclosures, on VA. More foreclosure ex- 
penses. Lower recoveries, interest at contract rate, 4 percent to date, 
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of foreclosure sale. That is property subject to redemption right 
even though mortgagor is entitled to possession. Takes property 
subject to occupancy, pays conveyance expenses, including title evi- 
dence and revenue stamps. Guaranty is payable even though property 
is destroyed by fire or flood or other insurable hazard. Holder is not 
liable for waste, and guaranty is paid in cash. 

Those are arguments advanced counter to your expression to show 
why the VA loan is supposedly a safer risk than the FHA loan. 

Can you comment on that ¢ 

Mr. Marvin. I am entirely unprepared. I have previously stated 
to you that these directives coming out of Washington and from local 
offices, you lose confidence. You don’t have the confidence in that 
guaranty. Now, FHA has been in business since August 1934, and 
we have progressed under that program to a very substantial amount 
of money and we have no trouble in foreclosures, in redeeming the 
property to ourselves. But I am telling you when you sit and deal 
in the mails that we do and get the demand directives out of Wash- 
ington that don’t make sense, how the hell are you going to have 
any confidence? Yet we still go on. 

Mr. Tracur. Do you have specific experiences, Mr. Marvin, or is 
it a fear of the future? Are these specific things you can put your 
finger on? 

Mr. Marvin. You never know anne they are going to do. You 
never know what their stand is going to be. 

At the present time our problem is with special assessments. I don’t 
know whether you know what that is. 

Mr. Tracur. No; I don’t. 

Mr. Marvin. It is a long story. I don’t know how they do it in 
this area but when you put in streets, curbing, sewers, water lines, 
they are bonded sometimes by the municipalities and they are payable 
over a period of time. ‘That’s one element. 

Then there are special assessments for other things. And it seems 
to me these people in Washington, they just don’t understand, so we 
lose confidence, but yet we continue on. 

Mr. Meapows. Is it correct then to summarize your statement, Mr. 
Marvin, and say that the additional red tape, confusion, paper work, 
or whatever you might want to call it, or all three of them is actually 
in your opinion devaluating the GI loan a quarter percent below 
FHA, which conversely has been successful in avoiding those limita- 
tions? Let me put it to you another way: Your testimony is that 
there is a substantial difference in the simplic ity of dealing with the 
two agencies? 

Mr. Marvin. That is right. Let’s put it that way. And if we 
could modify some of the procedure with VA, I think I could make 
a more favorable statement. 

Now, understand, it is a new agency and you have got to give them 
time to get this on a better basis, “but understand that hasn’t deterred 
our interest in the program. It has been 100 percent. 

Mr. Harvey. 

The Cuamman. The other gentleman from Buffalo. Will you state 
your name and business connection ? 

Mr. Harvey. Kenneth FE. Harvey, mortgage officer of the Erie 
County Savings Bank in Buffalo, N. Y. 
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Our bank is not quite as large as the bank represented by Mr. Marvin 
but we do have a portfolio in excess of fifty million in GI loans. In 
fact, our GI loans shows a higher percentage than conventional mort- 
gage loans or loans insured by the Federal Housing Administration. 

We have been very cooperative with the veterans and have been 
taking care of the applications as submitted by the brokers and by the 
veterans direct. 

I would say that possibly 75 percent of the loan applications we 
receive are eventually loans for the portfolio of the bank. 

I concur with Mr. Marvin in a number of things, but talking about 
the FHA’s and the GI loans, I believe that we are better off with GI 
loans in the event of foreclosure than the FHA loans. I don’t know 
what our percentage is. I come rather unprepared because this hap- 
pened late yesterday afternoon and we carried on to Cleveland last 
night and I don’t even have a statement with me which maybe I should 
have. 

The Cuarmman. The point that you are putting across is that you 
like Mr. Marvin are still in the GI loan business ? 

Mr. Harvey. We are still in the business. 

I do want to add this, that as of the lst of March of this year we 
are charging a servicing fee of 1 percent which we never did before. 
On all advance loans there is a servicing fee of 1 percent which is 
permissible, 

I won’t speak for the commercial banks but the savings banks and 
the larger insurance companies in the city of Buffalo are charging 
that service fee and have been for some time. We went on record 
as of the Ist of March. ; 

The Cuarrman. That is 1 percent of the loan? 

Mr. Harvey. Of the loan, 1 percent of the loan. 

We think that the interest rate should be raised and we go on record 
for a 4% percent rate, for the same reasons as set forth by Mr. Marvin. 

The CHarrMan. You take the position that Mr. Marvin did, if the 
interest rate isn’t raised it won’t be long until you will have to be out 
of the GI loan field ? 

Mr. Harvey. I wouldn’t say that we will be out of the GI loan field 
but I think possibly our investments in Government bonds will be 
heavier than they are at the present time. 

Our bank is asking for a 10 percent down payment, a minimum, on 
the GI loans. We made a great number of loans at a hundred percent 
and we followed the program right through until now we are asking 
for 10 percent. 

The CHarrman. Mr. Marvin testified that he takes 5 percent. 

Mr. Harvey. That’s right. We do insist on the 10 percent down 
payment. 

The Cuatrman. Is that the reason he does more business than you 
do? 

Mr. Harvey. No. Theirs is a larger institution. Their institution 
is two hundred-and-some-odd million and ours is 200 million. 

Mr. Meapows. Would you elaborate just a little on that point? You 
said that you didn’t quite agree with Mr. Marvin on his statement that 
there was a greater element of risk in VA loans as compared with FHA 
loans, but do you concur with his summary regarding the difficulty 
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which heise xperie neing with the regulations and red tape ,so to speak ? 
Has your experience been similar / 

Mr. Harvey. There is a lot of red tape and we do get directives con- 
tinually from the Administration that make it a little tough to keep 
following the program. 

Mr. Mreapows. Is it sufficient to absorb the quarter percent between 
the two! Is there that much difference between the two programs? 

Mr. Harvey. Well, there is more red tape on the GI loan than the 
FHA loan. I will say that. 

Mr. Meapows. You said your position is for a 414-percent rate. 
You don’t feel a 414-percent increase would solve the problem ¢ 

Mr. Harvey. We will take what we can get. 

Mr. Meapows. That sort of puts it on the basis that you are going 
along expecting to continue to make loans at 4 percent, would like 
to have 414, but would feel lucky to get 414? Is that what we are 
getting into? 

Mr. Harvey. I think everybody feels about the same way, no; but 
we do feel that 414 would be a fairer rate than the 414. 

The Cuarrman. How much money do you have available for in- 
vestment at the present time in your particular organization 

Mr. Harvey. Our deposits have increased this year to date in excess 
of 4 million, so we are getting at the rate of 2 million a month to 
invest. It has been necessary for our bank. We can’t invest locally; 
we have to go out of town and pick up veterans’ loans in the Western 
States to the extent of from maybe 6 million a year to keep our money 
invested. 

The CHarrMan. You buy these direct loans that have been made 
by the VA from the—— 

Mr. Harvey. No; through brokers. We don’t purchase them from 
the Veterans’ Administration. 

Mr. Proury. Mr. Harvey, the interest rate, if it were increased 
would you then be inclined to eliminate the service charge ? 

Mr. Harvey. That is something that I wouldn’t like to go on record 
about. I wouldn’t like to go on record on that point because that 
policy is determined by the higher ups in the bank, but we had a 
meeting with the Frontier Builders, the Builders’ Association, which 
is a branch or part of the National Association of Home Builders, 
and the indications were that it was quite possible that if the interest 
rate went up that the service charge would be eliminated. 

Mr. Meapows. You are aware that is one of the arguments ad- 
vanced by some of the mortgage associations in favor of an increase? 
That they would discontinue this service charge if they could have 
the increase in interest rate? 

Mr. Harvey. Yes. So I think that the same thing would be true 
with us, although I can’t say it because I have no authority to do it. 
It might be discontinted. 

Mr. Provry. What about reduci ing the down payment to 5 percent? 

Mr. Harvey. That is something, too, that will depend on the policy 
of our trustees. 

Mr. Prouty. You think consideration might be given to that? 

Mr. Harvey. Might be given to that. 

Mr. Bontn. What is your attitude in reference to extending the 
term ¢ 





| 
' 
| 
' 
' 


' 
' 
j 
' 
' 
| 
' 










INTEREST RATE AND DOWN PAYMENT ON GI LOANS 483 


Mr. Harvey. We are making mostly 20-year loans at the present 
time. If a veteran will make a substantial down ‘payment, by that 
I mean possibly 20 percent, we will give him a 25-year loan. We 
don’t encourage it but in lots of cases we think we “howl make 25-year 
loans. If we have a young doctor, for instance, or some fellow who 
is coming up right now, he is out of his internship and starting his 
practice, at the present time it may be difficult for him to make the 
payments on the basis of a 20-year loan, so we do make a 25-year 
loan, knowing that he has a good future, and not only doctors but 
I mean anyone whose position is such that it appears he will be able 
to pay. 

The Cuarrman. You are basing it on ability to pay ? 

Mr. Harvey. That’s right. 

Mr. Proury. What =! the average size of the loans? 

Mr. Harvey. Well, we have 50 million. I would say that our 
average loan was in the ne igh borhood of $9,000. 

Mr. Bonin. Mr. Harvey, what is the legal rate of interest in New 
York State ¢ 

Mr. Harvey. The legal rate of interest in 6 percent. 

Mr. Bonin. Six percent / 

Mr. Harvey. Our rate of interest on a conventional loan is 44% per 
cent; that is the prevailing rate in Buffalo. 

Mr. Bonin. That is the prevailing rate on a conventional loan ¢ 

Mr. Harvey. That’s right. 

Mr. Bontn. Can you give the committee any information as to what 
it actually costs in search fees, deeds, recording, preparation, mortgage, 
revenue stamps, if any, on a GI loan ¢ 

Mr. Harvey. With the service charge of 1 percent which we are 
charging now, it runs approximately 3 percent. There is.a 1 percent 
leg: ul fee to the attorney closing the joan, one-half percent State mort 
gage tax, 1 percent service charge. That’s 214 percent. Then usually 
the incidental expenses such as recording the mortgage and continuing 
search will run about a half a percent. It is in the neighborhood of 
3 percent total cost. 

Mr. Bontn. Mr. Harvey, does the 1 percent that you say is legal 
include his search fee? 

Mr. Harvey. Of course, a veteran buying a house, the search charges 
are made by the seller. 

Mr. Bontn. In your State the seller is required to give a certificate 
of title? 

Mr. Harvey. Yes, he has to give a clear title to the property. 

The Cnatrman. Mr. Edmondson ? 

Mr. EpmMonpson. Mr. Harvey, if I figure correctly here now on your 
$9,000 typical loan, with about 3 percent in legal fees, State mortgage 
fees, service charge, and miscellaneous charges added onto your 10 per- 
cent down payment, you are going to wind up with a veteran having 
to have about $1,200 in hand to close a $9,000 loan. It would be 
$1,170 if your 3 percent figure is accurate. 

Mr. Harvey. Yes, sir. We will take a $10,000 loan with a thou 
sand-dollar down payment; $10,000 sale, a thousand-dollar down pay 
ment. That is a $9,000 loan. He will have to have in the neighbor- 
hood of $450 in addition to the $1,000. 

Mr. Epmonpson. In addition / 
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Mr. Harvey. That’s right. Of course, depending on where the 
property is located, and the assessed valuation, and so forth and so on. 

Mr. Epmonpson. I understood you to say you were going into the 
Western States for many of your loans. Could you tell us a little 
bit about the discount practice with regard to those ? 

Mr. Harvey. No, I am not too familiar with it. I handle local 
loans only and we have a man in the office who does handle the out-of- 
town loans, and I am not too familiar with it except I have heard him 
say they are buying them in the States of California, Arizona, for as 
low as 94 cents on the dollar and maintaining a servicing agent to 
service the loans in that loc ality. 

The Cnatrman. I think, Mr. Edmondson, there will be a witness 
this afternoon who will be able to give us some details on that. 

Mr. Epmonpson. Thank you, Mr. Harvey. 

The CyHarrMan. We ce rtainly thank you gentlemen from Buffalo 
for making the trip down and I can only say in behalf of Congressman 
Radwan that we shall have a good time telling him how easy he has 
it in regard to veterans’ loans in comparison to the rest of us. 

We have Mr. Kay here. 

Mr. Marvin. If you would notify me when you have the hearing in 
Washington, I think our institution would be very glad to be there. 

The Cuatrman. You will be notified, Mr. Marvin, and given ample 
opportunity to reply. 

Mr. Marvin. This thing could be worked out. 

The CuarrMan. Your position here is rather unique in the lend- 
ing field. 

Mr. Marvin. I guess it is. 

Mr. Mrapows. We certainly would like to hear more about this 
difficulty, whether we call it redtape or apprehension that is created 
that is hurting your ability to go into this field. 

Mr. Marvry. But we are continuing, though, under the apprehen- 
sions. 

The Cuamman. Thank you. Mr. Bonin has a statement. 

Mr. Bontn. I thought both of these gentlemen were very honest and 
frank witnesses and I think we really received some enlightenment 
from the fact that you traveled all of that distance and came here and 
volunteered to give us what you know about it. 

Mr. Marvin. I thank you. I think this is a very fine public-spirited 
wav of doing this and this thing could be worked out. 

The CrarrmMan. We are after facts, not propoganda. 

Mr. Marvin. That’s right. But FHA, you see, have been in business 
so long that we know just exactly what our steps are; we go forward 
with full confidence. The VA program can eventually be like that, 
but I think we could be helpful on that. 

Mr. Epmonpson. I wonder, Mr. Harvey, if you would mind stat- 
ing your position on the direct-loan program. Do you agree with Mr. 
Marvin’s statement that the direct-loan program is satisfactory and 
not objectionable? 

Mr. Harvey. I see no objection to it. That’s my own personal 
opinion. I do think, however, that the institution should make the 
loan. 

Mr. Epmonpson. On principle you would be opposed to it even 
though it is not hurting you as it is being presently operated ? 

Mr. Harvey. That’s right. That’s right. 
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The CuHarmman. But if the direct loan is necessary to provide 
housing for the veteran who cannot get a loan from a private insti- 
tution, you have no objection to Congress continuing it? 

Mr. Harvey. No objection. 

The Cuatrman. Thank you. 

Mr. Hyarr. Before Mr. Kay commences, it has been called to my 
attention that there is some confusion on the part of the newspapers 
with respect to what I meant when I said that I personally did not 
favor the extension of direct Veterans’ Administration loans into 
metropolitan counties like this. In saying that I meant to distinguish 
between direct loans by the VA as distinguished from the type of loans 
handled in Cuyahoga County and w here the loan is made by the bank- 
ing institution and then guaranteed by the VA. There is a decided 
distinction between the two and I don’t want to be misconstrued by 
anybody. 

The Cuatrman. Thank you, Mr. Hyatt. 


STATEMENT OF RICHARD B. KAY, REPRESENTING THE VETERANS 
OF FOREIGN WARS, CLEVELAND, OHIO 


The CHairman. Will you state your name and address and official 
position ¢ 

Mr. Kay. I would like to identify myself. My name is Richard B. 
Kay and I am a practicing attorney here in the city of Cleveland. I 
was designated last night by William G. Konus, who is the county 
commander of the Veterans of Fore ign Wars, to represent that organ- 
ization here as their official representative. 

My official position in the Veterans of Foreign Wars is that of judge 
advocate of the Cuyahoga County Council, and also judge advocate 
of the seventh district of Ohio of the Veterans of Foreign Wars. 

First I would like to state that I was only appointed last night and 
although there was a request made at the Cuyahoga County Council 
last night for anyone in the room at the present time who would 
like to swear to an affidavit at that time or ‘this morning, nobody at 
that time was prepared. There were only about 30 in the meeting 
last night. Perhaps if we had another month’s preparation, we could 
have brought some affidavits here today. Our Cuyahoga County 
Council meets just once a month, so it is a little difficult to get to work 
on this thing. 

I would like to break down my statement into three parts, if I might. 
The first part has the gener ral feeling in statements that have been 
made before veterans’ organizational meetings and to myself person- 
ally, which Iam sure that this committee will only consider as perhaps 
hearsay testimony; and No. 2, particularly facts that I am personally 
familiar with; and, three, some more or less recommendations. 

Since last night’s meeting I talked to two service officers repre- 
senting the Veterans of Foreign Wars in both the Veterans’ Admin- 
istration and the Soldiers and Sailors Relief Commission, and I said, 

“If you were to pick out the most salient complaint of veterans relative 
to GI loans, what would you say it was?” 

Both of them unanimously agreed and put a great deal of emphasis 
on the fact that the greatest complaint in their own experience as 
service officers that they have ever run into was the unwillingness of 
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the banks to loan money to veterans. The service officers perhaps 
are all familiar with problems to straighten out of the Veterans’ 
Administration and that has been the salient obstacle that: they have 
come across, 

In their opinion this fact alone has stopped many veterans from 
taking advantage of the GI bill as far as the home-loan provision 
is concerned. Now, in some instances the bank’s unwillingness to 
make this loan, coupled with the great deal of redtape, the many 
veterans have just forgotten about the GI loan provision and either 
forgot about purchasing a home or they have forgotten about the 
GI loan and have gone ahead and gotten it under FHA or a straight- 
loan basis. 

Recently, too, there seems to be a trend, according to these service 
officers, when the GI loan buyers come in, it seems there was more 
of an agreement between contractors or builders and sellers of homes 
and the appraisers for the Veterans’ Administration, which made it 
possible for the veterans to make the loan without a terrifically sub- 
stantial down payment, but the tendency seems to be changing, and 
without a substantial down payment it is impossible for him to take 
advantage of the GI loan. 

There also seems a general tendency for a great many—if you notice 
in the papers, especially in this area, a great many times right after 
the war, and so forth, there was definitely a great deal of advertising 
done by the contractors encouraging and asking for GI’s to come in 
and buy their homes. Now, if you open a Sunday newspaper here 
in the city of Cleveland, you just don’t find that request from con- 
tractors and sellers to GI’s to come and buy. As a matter of fact, 
if the GI goes to a contractor, they are prone not to want to do busi- 
ness with the GI. 

The service officers did say, though, however, it seems that this 
situation is changing just a little bit because there seems to be a 
catching up with the amount of housing units, and some of the con- 
tractors who perhaps are building some of the less desirable homes 
are now turning to the GI’s to a certain extent because they can’t 
sell them to other people. 

I would like to illustrate on this subject two personal experiences 
that I have had with GI’s and veterans in my practice of law. 1 
will refrain from giving any names at this time but if the committee 
desires, I will be glad to check into my files and get them for you. 
In this particular case this veteran got a loan, he moved into his 
house; about a year afte sr he was in the home the floors actually started 
coming apart and you could see the first floor from the top floor if 
you looked down through the wood. Now, it wasn’t until this veteran 
came to me and retained me as an attorney and after many a Lana 
letter to the contractor and finally threatening to sue, to take him 
before the Veterans’ Administration, was I able to get the contractor 
to do anything about repairing this house. 

It seems to me that a veteran who goes and makes a GI loan has 
a right to rely to a certain extent on the Veterans’ Administration, 
and when an appraisal has been made of that home, to rely on that 
appraiser’s ability. Now, perhaps I am wrong but you ought to 
rely on an appraiser’s ability to determine the qu: ality of the material 
put into that home and the quality of the workmanship. As a matter 
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of fact, the Veterans’ Administration in many cases, the appraisers 
are not qualified to go in and appraise a home, it seems, and to judge 
whether it is good material in the house and whether the workman 
ship has been satisfactory. It is more or less of a cursory survey and 
the veteran finds himself stuck. 

Now, this is a specific instance but I have heard this same thing 
in many instances from hearsay testimony, where the veteran has 
relied on the fact that this home was worth so much money, in a 
year or 2 years iF ater the Wi alls start crac king, the wood comes apart, 
and the veteran only has recourse either to go to an attorney or pay 
for the damages himself. 

A second specific case I would like to refer to you is the kiting 
contractor. Many contractors right after the war got started on a 
shoestring and they will enter into a contract with a GI to build a 
home and they will get as far as perhaps the basement and he has 
already received the construction loan and perhaps the down payment 
from the veteran after the maneuvering they have gone through. 
Then 6 months later the veteran finds that all that has been built is 
the basement to the house. 

In this particular case that was true; the veteran had to kick and 
the fellow put on the first floor, and he was using the money that he 
was getting in from the construction loans to start other homes. In 
other words, he was kiting his original small bank loan and the vet 
eran was suffering. 

Finally, after about a year and 3 months went by, he finally decided 
to come to an attorney, and even as an attorney, it was very difficult 
to force this contractor to complete that house under the ‘specifica 
tions. They pulled everything. They were trying to get him to 
accept the house even though the driveway wasn’t in, for example, in 
order to get the balance of his loan from the lending institution that 
was holding the money. 

But I feel again that the veteran, perhaps it isn’t true, but I think 
that he ought to a certain — rely on the Veterans’ Adminis- 
tration in some shape, form, or manner to be able to be sure that the 
veteran starts building a one oa that he is not going to wait a year 
or a year and a half before that home is c ompleted. 

There are all sorts of things that can happen. Maybe the veteran 
is going to have a baby and they want to have the baby born in that 
home, and here 6 months goes by and they have no home. Maybe they 
had a lease on an apartment, maybe they bought furniture, depending 
on that home being completed and still they “have had to wait. I do 
think that there could be some provision put in the law whereby, as 
I would like to call them, the kiting contractor who operates on a 
shoestring and does not complete a house once it is begun, that they 
don’t put all their effort into completing that house and the “"y move 
on to the next one. I think something could be done about that. 

So the only three things that I would like to leave more or less recom- 
mendations on is that proper changes be made in the law to make the 
GI loan more attractive to lending institutions, including more attrac- 
tiveness to the contractor perhaps by cutting down a certain amount 
of the red tape. 

No. 2, that in some form or manner it might even be pertaining to 
FHA loans, that the contractor be restricted in the length of time. 


82093—53———-4 
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In other words, some restriction be put on them as to the construction 
of the house and that a GI doesn’t have to wait a year, a year and a 
half, 2 years before his home is completed. 

And, No. 3, I think that a definite standard should be set up so that 
appraisers have definite qualifications to go out and judge new con- 
struction upon which the GI many times relies. I think there should 
be a complete reappraisal of the appraising situation in the VA and 
that the people who go out and appraise homes should do it so that 
the GI can rely on them. I think many of the appraisers should be let 
go and qualified men should be hired in their places even if it means 
increasing the salaries of the a;,praisers in the Veterans’ Administra- 
tion. 

The Carman. Right at this point, Mr. Kay, since you have made 
that suggestion, I would like for Mr. Crawford to come up. You 
perhaps heard Mr. Kay’s testimony, Mr. Crawford ? 

In your testimony you stated that you had made changes in the 
appraisal setup. In your judgment are the appraisers you have now 
qualified men to understand the building field 

Mr. Crawrorp. Yes, sir. We have had in this area as high as almost 
100 and I think we have 100 now on our books. They have been changed 
through the years, even put on the inactive list or completely taken 
off altogether if we found gross derelictions of their duty. If a man 
was just careless, we put him on the inactive list and didn’t use him. 
If he had gross derelictions of duty, we just simply removed him for 
cause. 

The group that we have now I think represents as good a coverage 
of appraisal men as could be. Practically all of them are in this area 
and practically all of them are in the appraisal business. Now, you 
don’t get that out in the country areas; you have to do what you can 
get, and those are usually men who have been in the real estate or 
mortgage business or connected with lending institutions. But in this 
area here practically all of our appraisers are men who are appraising 
for institutions. They can’t appraise GI loans for their own institu- 
tions but they are men who have appraised for savings and loans, 
banks, or are in the appraisal business as a business. 

The Cuatrman. The thing I want to clarify is this: Are you making 
the charge, Mr. Kay, that there are present abuses or are you referring 
to past abuses ? 

Mr. Kay. These particular specific cases that I have in mind are 
things that developed within say 6 months to last year, which would 
mean that the actual appraisal was made on that particular home per- 
haps 2 years go, relative to construction, and so forth, and workman- 
ship. 

The Cuarrman. One of your suggestions was that there should be 
an appraisal of the appraisal situation. 

Mr. Kay. Yes. In my opinion also that an average appraiser—and 
this is only my opinion, shall we say a layman’s opinion—an average 
appraiser is generally called upon to appraise a home that has perhaps 
been built sever] years before, 10 years before. I mean, the average 
perhaps age of a home here in the county maybe is 15 years, and I 
am only guessing. But my specific complaint, and again this is only 
an opinion, but it is pretty obvious, that the average appraiser that 
appraises new construction was looking at a home and perhaps not 
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taking into account the fact that this wasn’t a home, that it was there 
and had all these defects; they weren’t cognizant, shall we say, of what 
the construction material was put into the place and what could 
happen and w hether the wood was green, and so forth. 

The Cuarrman. Then to cl: assify it further, you are not making the 
charge now that the appraisers working for the Veterans’ Admin- 
istration office here in Cleveland are not qualified to do the job? 

Mr. Kay. At present,no;Iam not. Icouldn’t make that statement. 

The Cuarrman. That is what I wanted to clear up. Thank you, 
Mr. Crawford. 

Mr. Crawrorp. Yes, sir. 


STATEMENT OF ROBERT SWANSON, COUNCILMAN, CITY OF 
CLEVELAND 


Mr. Swanson. I am a councilman of the ninth ward. I have had 
some folks ask me if there is to be a public hearing, and I am wonder- 
ing if you are going to do that this afternoon. 

The CuarrMan. WwW e are going to recess now shortly until 1: 15, and 
then we will be in session until 5 this afternoon. 

Mr. Swanson. Will you hear from anyone in the audience ? 

The CuarrmMan. We will hear from the individual, yes, this evening 
from 7 to 10. 

Mr. Swanson. Thank you very much. That is all I wanted. 

Mr. Kay. I would just like to make one more remark on this. I 
want to retract my statement that I think an appraisal should be made 
of the appraiser situation only relative to the appraising of new con- 
struction. I think that is a little different field in itself. 

Mr. Epmonston. I think I missed your testimony on the point of 
the interest rate. Did you recommend an increase to 414 percent ? 

Mr. Kay. I didn’t. I said that I thought there should be things that 
would make it more attractive for lending institutions. 

The Carman. Mr. Kay took a very good middle-of-the-road 
position. 

Mr. Kay. Just that it be more attractive. I mean it appears that 
there must be banking institutions that can testify to that, I am sure, 
better than I can. But there seems to be a stone wall here that the 
lending institutions do not want the GI loan, period. 

Mr. Epmonpson. Yet we have 30,000 a month which is a pretty good 
amount of loans to be taking place. You may be speaking more of a 
local situation here. 

Mr. Kay. Well, of course, also, though, there has been this tendency 
to increase the downpayment on the homes which, of course, has made 
it a little bit more attractive to the lending institution. I mean, in my 
personal experience, and I have run into quite a few because of my 
activity in veterans’ circles, but I haven’t heard of any GI that was ina 
position to buy a home in the last couple of years in which he could buy 
that home with no downpayment, and immediately after the war there 
were homes available at that time. 

The Cuarrman. Or with a 5-percent downpayment? Would you 
add that to it? 

Mr. Kay. I would go so far as to say that. I know there has to be a 
substantial dow npayment. Five percent? Well, maybe. 
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Mr. Meapows. That is the minimum requirement of the law now. 

Mr. Kay. Yes. that’s right. I wouldn’t say there are very many 
with 5 percent. 7 

M. Proury. Someone said, I guess it was Mr. Crawford perhaps, 
that at the present time 60 percent of all the housing erected in this 
area was GI. 

; Mr. Kay. [ can’t comment on that except I certainly would hold 
such a figure up to scrutiny. ; 

Mr. Proury. It wouldn’t be unusual, if that isthe case. I might say 
that is a rather ordinary figure in metropolitan areas. That is about 
the same as it isin Washington, D. C 

Mr. Kay. As I say, I would hold it up to close scrutiny but I am not 
in position to testify. 

The Cuarrman. Mr. Meadows? 

M. Mrapows. Two questions, Mr. Chairman. 

You mentioned that you questioned these two service officers and 
they told you that the one big issue which they hear so much about is 
that they can’t get the loan. Did these service officers relate to you 
exper iences of compl: uning veterans about the construction defects? 
Did they mention that as a substantial problem / 

Mr. Kay. No, they didn’t. 

Mr. Meavows. They didn’t say “We have got a lot of people coming 
to us, griping” ¢ 

Mr. Kay.That’s right. 

Mr. Meapows. On the other question, you mentioned what you refer 
to as a kiting contractor and talked about a veteran who couldn’t 
demand delivery of his home. That brings up a bigger issue which 
may ultimately confront this committee, and as a corollary I would 
like to ask your opinion, if you have seen enough of the contracts gen- 
erally in use by real-estate operators selling new construction in the 
area? The thing you mention there is merely one weakness of an un- 
satisfactory contract. In other words, it does not have specific data 
relating to performance or delivery. Therefore, the veteran is in a 
very poor legal position to enforce delivery when it becomes obvious 
that the contractor is not performing. 

Another committee of the Congress has done a rather extensive 
piece of work in listing other weaknesses in these contracts to the 
extent that they found in many areas that the sales contracts used 
afforded very little actual legal protection to the veteran purchaser. 

I am wondering what your experience has been. For instance, the 
contracts which you see, do they describe the property, tie it to a 
detailed set of plans and specifications, set forth definite performance 
and delivery dates, and a dozen other points that appear in the average 
contract used in conventional pureh: ses, say ¢ 

Can you give a general opinion of the contracts in use in Cleveland ¢ 

Mr. Kay. I would say that they are not too much different from the 
average contractor in which there isn’t an attorney involved. The 
only difference that I would say in this case is, for some reason or 
other I think the aver: ige GI feels that he has some legal protection by 
the fact that the Veterans’ Administration is involved in it, where 
actually he has less protect ion. 

Mr. Meavows. He believes the Government is his agent in case of 
trouble and will intercede in his behalf and take up his cause if he has 
difficulty, and he is erroneous in that assumption ? 
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Mr. Kay. That is right. 

Mr. Mrapows. At least to the last question, again to get into these 
specific cases you were speaking about. I presume you asked the 
veteran what he proposed to do? 

Mr. Kay. That’s right. 

Mr. Meapows. Did you get any practical assistance from the Vet- 
erans’ Administration ¢ 

Mr. Kay. Practical assistance, no. In other words, it was a ques- 
tion of, well, you can file a complaint with us and that’s it. I mean, 
that’s just about it. 

The CuatrmMan. Do you have a question ? 

Mr. Proury. I am a little bit concerned about these contracts. You 
are suggesting that they do not have formal contracts ¢ 

Mr. Kay. Oh, no, no, no, definitely no. 

Mr. Proutry. As to the date of completion, and so on / 

Mr. Kay. I think there should be some type of a date of completion 
on that. 

Mr. Proury. You mean there isn’t? 

Mr. Kay. No. In most all of these contracts there is no date of 
completion. The few that I have run into, there is no date of com- 
pletion on it at all. 

Mr. Epmonpson. They generally have “reasonable” terminology. 

Mr. Kay. That’s right. And the excuses they can think of. Now,I 
haven’t got it before me but there was some provision here in the law 
relative to cost increase and they are taking advantage of that all 
along, see, and they are holding up the GI thing. 

Now, we have a little additional cost here and now I pay this and 
then they say they will get to work on the house that the veteran wants 
to buy. 

Mr. Mrapows. That specific situation, Congressman Prouty, was 
very prevalent in Washington, where these contracts had no delive ry 
dates and we had a rising ‘real-estate market all the time. The house 
would go into construction and it would be in construction from 6 to 9 
months to a year, in many instances. Well, in 9 months the house could 
easily sell on the market for $500 or $1,000 more. Then the builder 
has a completed house but no performance date in his contract, and 
he stalls the veteran around until such a time as the veteran gets dis- 
gusted and then, of course, the builder can take on another seller. 
He will give him his money back, he is through with him, he is using 
his eligibility and downpayment, but then he will return the eligibility 
or he will return the downpayment and sell to another prospective 
purchaser for the additional $500 or $1,000. 

That’s the danger in these contracts without specific performance 
dates, and I think it is a rather general condition throughout the 
country. 

Mr. Kay. And the contractor can’t get stuck whichever way the 
market goes. He is in good shape. 

Mr. Mrapows. He can hold the purchaser coming through if it goes 
down, but if it goes up, he has the possibility of selling it all. 

Mr. Kay. That’s s right. 

The Cuamman. Thank you, Mr. Kay. And we will recess until 
1: 15. 

(Noon recess. ) 
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AFTERNOON SESSION 


The CHarman. We will resume the hearings, if Mr. John P. 
Cavano will take the chair, please. 

Mr. Cavano has offered his testimony today, inasmuch as it will 
be impossible for him to be here tomorrow, and he has asked for 10 
minutes which were scheduled for him tomorrow, to be given now; 
so, if you will, tell us who you are and what your business is, Mr. 
Cavano. 

Mr. Cavano. Well, my name is John P. Cavano, sir. Iam a builder 
and a broker with offices at 15531 Lorain Avenue. I have been in that 
location 17 years, and I have been in the real-estate business for 38 
years. 

* | believe that I have a cood knowledge of construction and real 
estate, as well as finance, and some things in connection with veterans’ 
housing have come to my attention which I think will be valuable 
to this committee, so it is for that reason I am here. I am appearing 
as an individual, a good citizen, against no one and for no one 1n partic- 
ular, just to give the cold facts as I have learned them over the years. 

In connection with veterans’ housing, I want to say this, that it 
appears that there numerous veterans complaining throughout the 
city and possibly throughout the State about the poor housing which 
they are receiving, and I have visited many homes built by other 
builders in connection with suggestions made by veterans to inspect 
their homes, as to the quality, and I have found very few instances 
where the complaints were justified. 

I think the modern veteran goes out and buys a low-cost home and 
then, while it is being constructed for him, he looks all over the city, 
into the higher-priced homes, and then wonders why his home isn’t 
equal to that, possibly which is in a price bracket twice as high as he is 
paying. 

My statement as to construction would be that veterans’ housing 
in this community as a whole is good. 

Now, as to the financing, I think there is something wrong with that 
that this committee could perhaps correct. 

In the first instance, it is practically impossible to get a veteran’s 
loan in this community today, and either the Government should 
continue to make direct veteran loans or something should be done to 
relieve the situation for the bankers. 

I don’t contemplate that any increased interest is necessary. I think 
the bankers are more concerned with the form of the assets that they 
have. They want their assets liquid. 

[ have talked to many bankers who made the statement that they 
would rather have their money in Government bonds because they are 
liquid, than they would in GI mortgages which are not liquid; so I 
think, if the new legislation were passed, it would enable the banker 
to discontinue or redeem a veteran’s loan to the Federal Reserve or 
some other medium, that that would put it in the category of a liquid 
asset and they would immediately open up and make more loans. I 
don’t think their principal complaint is with the 4 percent. 

Now, as to the bankers themselves, there is a very poor practice 
going on around town in connection with construction loans which 
they are granting. Some of the larger institutions, and particularly 
some out-of-town agencies, who come here with veteran money, are 
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dem: unding and getting a 5 percent fee for the loan, and they term that 
an “inspection fee”; and th: at, in my opinion, and I think in everyone’s 
opinion, is excessive and it is wrong, and it should be stopped. 

It is true that bankers are entitled to a fair return on their money and 
they are entitled to an inspection fee, but 5 percent exceeds, in my 
opinion, all reasonable bounds. The average loan is $10,000, and a 
5 percent. fee is $500. 

Mr. Meapows. Just how does that work? Would you describe that 
transaction a little more in detail / 

Mr. Cavano. You will get all the veterans’ loans you want in the 
city if you will pay 5 percent bonus to the bank to get it. 

Mr. Meapows. You actually make a cash payment? 

Mr. Cavano. A cash payment to the bank, so the average loan bei Ing 
$10,000, you give the bank $500 and you will get all the veterans’ 
loans you w ant. 

Mr. Merapows. Is that understood? Is that an open transaction? 

Mr. Cavano. That is an open transaction. It is called an inspec- 
tion fee, I think. 

Mr. Meavows. And the premise is that the bank conducts some 
sort of Inspec tion ¢ 

Mr. Cavano. Well, yes. They will naturally inspect the property. 

Mr. Meapows. What would be the purpose of the inspection; the 
actual purpose? It would be inspected for what purpose ? 

In other words, is it a subterfuge or is that actual inspection ? 

Mr. Cavano. There is actual inspection on all new housing. The 
lending institution has inspectors who inspect the progress of the 
construction. 

Mr. Mrapows. It is a safeguard not having to accept FHA or VA 
inspection. They have their own inspection force, also. 

Mr. Cavano. Oh, no. They also have this regardless of the type 
of loan. If they make a conventional loan, the bank has an ins pector ; 
if they make a veteran’s loan, the bank has that property inspected, 
or an FHA they do their own inspection, and they have ins spectors 
who receive fairly good wages, and the bank should, in my opinion, 
be compensated for an inspection fee, but not to the tune of 5 percent. 

I think the fair return and a fair price would be 1 percent, and 
there should be some legislation prohibiting the acceptance of any- 
thing beyond 1 percent. 

Mr. Meapows. Your testimoy in amplification is that it is a sub- 
terfuge, then ? 

Mr. Cavano. No. It is not a subterfuge. It is an overcharge for 
service, that is what it is. They actually make the inspection, the 
inspection of the property, but, you see, the usual inspection consists 
of an inspection when the basement is put in, when the roof is on, 
when it is plastered, and when it is finished. 

Well, now, $500 is a pretty liberal fee for four inspections for a 
man who probably makes $75 a week salary. 

Mr. Meapows. As a matter of fact, the Veterans’ Administration, 
in paying the inspection fee, pays $5 apiece for those same inspec- 
tions; does it not? 

Mr. Cavano. That is right. I would say that the inspection fee 
should be limited by law to 1 percent, and that would be fair and 
liberal to the banking institutions and fair to the person who is 
paying it. 
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Whether is is on a veteran’s loan, a conventional loan, or any other 
kind of loan, 1 percent is ample for inspection. 

The Cuamman. This 5 percent that you speak of, is that com- 
parable to what Mr. Marvin was referring to this morning, as the 
\-percent service fee that his bank che irges? Is this all lumped in as 
an en 

Mr. Cavano. I didn’t hear his statement, but I presume that it is. 
He probably doesn’t know about the 5, and at the time his loan was 
made—— 

The ¢ 1H AIRMAN. This was a banker, 

Mr. Cavano. He was charged 1 percent. 

The Cuatmman. But you are saying here that there are lending 
institutions that you are familiar with who will take a GI loan, if 
the buyer is willing to pay a 5-percent inspection fee? 

Mr. Cavano. No; it doesn’t work that way. I wouldn’t say they 
would take a veteran who comes in direct, but they will give a builder 
$5 loans if he will pay the 5-percent fee. 

I don’t think they have expanded it to the point where they will 
accept a veteran individually. 

Mr. Meapows. It is mostly in the mass-produced houses? 

Mr. Cavano. It is in the m: pene houses. 

Mr. Meapows. They loan the builder the money and he in turn pays 
i 5 percent inspection fee / 

Mr. Cavano. That is correct. 

The Cuarrman. Well, I think—— 

Mr. Cavano. That is common knowledge throughout the industry 
here. It is not a secret. 

The Cuarrman. Well, even though it isn’t a secret, I think there 
should be proper handling of it because it isa pretty serious situation 
if the veteran is being fleeced to the tune of $500 because that cost is on 
a $10,000 loan, because we all know that that $500 is in the price of the 
house and the builder can afford to kick back $500 to get the loan 
through. 

I would appreciate your meeting with Mr. Meadows now and giving 
him the details on this and placing with him the names of any builders 
and lending institutions that you, personally, are familiar with, who 
are practicing this type of operation. I don’t want this said publicly. 

Is your schedule such that you can? Could you meet with Mr. 
Meadows here now ? 

Mr. Cavano. Yes. 

Mr. Provury. Does this apply only to GI loans? 

Mr. Cavano. Yes, only to GI loans. 

Mr. Meanows. Not to others? 

Mr. Cavano. No. The conventional loans are granted on a 1 percent 
basis or 144, so some of the small institutions have raised their inspec- 
tion fees to one and one-half. The usual charge is one. 

Mr. Mravows. How about FHA loans? 

Mr, Cavano. FHA, they have their own charges. 

Mr. Meapows. It is your opinion that you could go to one of these 
lending institutions’ records and find that the same inspector was pos- 
sibly inspecting FHA properties, GI financed properties and conven- 
tional financed properties, and find that the bank was receiving $500 
in one case and a much lesser amount in another, 1 or 114 percent as 
you indicated ? 
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Mr. Cavano. Well, no. Let’s see that. 

Yes. I would say that was true, yes; although the three agencies do 
not employ the same appraisers. 

Mr. Meavows. I understand that you said earlier that these banks 
do not, in any event, accept the inspections made by either the FHA 
inspector or the sal: ried employee, or if they have a VA ins pector who 
is on salary, that they retain these ins pectors of their own and inspect 
these properties for their own protection, so I assume 

Mr. Cavano. I don’t know how far that goes. 

Now, all banks employ appraisers of their own, and they have them 
available for the regular loans, for the conventional loans, and just 
how far they go in inspecting the GI and FHA and others, I a In’t 
want to say. That is not within my personal knowledge, but I do 
know I heard this young man make a statement a while ago that a 
builder had received the money on this basement and used it in other 
construction, and that I think is wrong, because the basement does 
cost money to put in, and the bank will not give him the money until 
the basement is in: so I don’t see how he could be using money from 
one loan to build other houses. I think he is just misinformed. — 

He is talking about a period between 1945 and 1949 when the country 
was devoid of building materials and everyone’s housing was stymied, 
and I had one house that was under construction 2 years, myself, and 
that was beyond my control, and it was for the reason that there were 
no materials, so there had been a delay during those years; but that is 
not true today. 

The builders can take a contract today and go right through with 
it and secure all the materials which he needs in his construction. 

The Cuatrman. Mr. Meadows, I think it is most important that 
you get the information that the gentleman has, because if that isa 
common practice, the charges being assessed against the veteran are 
greater than they would be if the interest rate were increased. 

Mr. Cavano. That is right. 

I talked to one builder, who is paying*the 5 percent, and he said, 
“Well, I will take it off my profits.” 

I said, “Well, you will be out of business then, if vou do a lot of 
volume work”; and he said, “Well, I am still going”; but you will 
find that a survey that is being made here in the city, and probab rly 
which will be presented to you tomorrow by the builders’ association, 
that the better builders who will not bend to such a deal have stopped 
building veteran housing. 

The CuarrMan. Well, thank you very much, and if you will meet 
with Mr. Meadows now and give him that information, the committee 
will consider in a closed session what will be done in following that up. 

Thank you very much. 


STATEMENT OF JAMES T. JOHNSTON, ASSISTANT VICE PRESIDENT 
OF SOCIETY FOR SAVINGS, CLEVELAND, OHIO 


The Cuarrman. Mr. Johnston, please. 

Will you state your full name and address and business connection, 
Mr. Johnston ? 

Mr. Jounston. James T. Johnston. [I live at 4217 Silsby Road, 
University Heights. I am assistant vice president of the Society for 
Savings. 
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The Cuamman. Do you wish to present your point of view, or do 
you have someone else you would rather put on first ¢ 

Mr. Jounston. Well, no. I don’t know what you want, sir. I 
think I will sit and listen. 

The Cuamman. Well, the main part that you play in this, so far 
as helping the committee is concerned, is to state your opinions on 
what you thing should be done regarding the interest rate on GI loans, 
and also your opinion of the continuance of the direct-loan program. 

Mr. Jounston. Well, we are not in favor of the direct-loan pro- 
gram. We think there is sufficient money here if the rate is attractive. 

There is a number of things wrong with the GI loans. They are 
very costly to process, involve too many forms and affidavits, and many 
sellers will not sell if the GI loan is involved, and many brokers will 
not sell because of the time element. 

Tama little nervous. Do you mind? 

The CuamrmMan. Just take iteasy. Weall get nervous. You should 
see us down in Washington. Sometimes we are shaking like a leaf. 

Mr. Jounsran. In many cases, our own appraisal is less than the 
loan applied for, and we will turn the loan down, regardless of the 
VA appraisal. 

In many cases the veteran’s income, in our opinion, disqualifies him, 
and we turn it down, the same as on a conventional loan. 

We have found that it costs a lot more money to service GI loans 
because of the fact the borrowers are younger, they have very small 
downpayments. In most cases, they do not have the reserve cash and 
they have a lot of other obligations for automobiles, and so forth, 
radios, TV’s, and it costs us more money to get our money. 

The Cuamman. You mean when you process the loans? 

Mr. Jounstron. No, after we make the loan, to service it. 

The Cuamman. After you make the loan, in the servicing of it, it 
costs you more to service a GI loan than it does a conventional loan? 

Mr. Jonnsron. That is correct. 

As to rate, I think a 414 percent rate would probably relieve the situ- 
ation today. We are getting 5 percent on many conventional loans 
on good properties on a 50 percent loan based on a conservative 
appraisal and, for instance, the United States postoffice building to- 
day, with a 10-year lease which is assigned to us, will pay it off and 
we still get 414 percent, which is, T would say, better than the 
Government would guarantee to a GI; so the rate is higher. It can 
be proven by all your bond deals, which I don’t have to tell you about. 
They are all up, the Government’s and everything else. 

The Carman. Well, are the savings and loan institutions through- 
out the State making any appreciable number of GI loans today ? 

Mr. Jounston. I think they do it on the same basis we do. We will 
make it to a depositor who has been a good customer, and we don’t 
like to do it, but we do it. 

The Cuarmman. In other words, it is more or less good public 
relations on your part to take care of an old customer ? 

Mr. Jounsron. That is correct. 

The CuHairman. But a GI who hasn’t been a customer. 

Mr. Jounstron. We send him to wherever he keeps his money. 

The CuarrmMan. You don’t give them consideration, and if he hasn’t 
been home long enough to accumulate enough money to deal with the 





y 
$ 


Nata ile 


won 





INTEREST RATE AND DOWN PAYMENT ON GI LOANS 497 


bank, his chances of getting a home under the GI program are pretty 
slim, is that correct ? 

Mr. Jounsron. That is correct; yes, sir. 

Most of the veterans today, except the Korean, have had 6 or 7 years 
in which to save some money. That wasn’t true when we first started 
making GI loans. We made, I would guess, 50 percent of them 
with 100 percent no downpayment. 

The Cuarrman. When you first started making GI loans, was the 
4 percent considered by you as a benefit to the veteran; did you feel 
that you were doing something for the veteran by giving him money 
at. 4 percent when you started the program ? 

Mr. Jounston. No, I don’t think that entered into it. Four percent 
was a going rate on good loans on title 603 FHA loans. 

The Cuamman. Well, then, did you consider the small downpay- 
ment, or let me put it this way: W hen you first started the program, 
were you accepting a small downpayment ¢ 

Mr. Jounston. Yes, sir. 

The CHarkmMan. And a 4 percent loan? 

Mr. Jounston. That is correct. 

The Cuarmman. Did you consider the small downpayment was a 
benefit to the veteran ? 

Mr. Jounston. Well, naturally it was. The average veteran didn’t 
have any money. When I first got back, I know I didn't. 

The Cuatrman. Well, a man getting back from Korea doesn’t have 
any more or maybe less. 

Mr. Jounston. That is true. He is in a different situation now 
because of the rate, I think. 

I think they would be able to get loans with less downpayment, 
possibly not from us, but from other sources if the rate was—if the 
vield was attractive. 

The Carman. When you say “not from us,” you mean from sav- 
ings and loans? 

Mr. JounstTon. We are a savings bank. 

The CuHatrmMan. Savings bank? 

Mr. JounstTon. Yes. 

The Cuatrman. From your savings bank, they would not be able 
to get it? 

Mr. Jounsron. I wouldn’t say they wouldn’t today, with the way 
your market is going. There has been a rise in the market now for 
10 years and some day it is going to go down. 

We feel that we have a safer loan with 10 or 20 percent cash on the 
deal. The veteran is not going to walk away from it. After all, it is 
still a mortgage, and that is where you get into trouble, in servicing, 
after you have made the loan, when a veteran has very little bit in it. 

The Cuareman. Would you care to elaborate on that just a little? 
Are you saying that if the veteran doesn’t have much equity on the 
house, he is not too concerned 

Mr. Jounston. No. He is not as concerned as the fellow that has 
20 or 30 percent. That is just aan 

I mean, if he walks away, we are still all right with the guaranty, 
but we feel that we have a better loan when he has equity in the loan, 
in the property. 

The Cuarrman. Have, you found through experience that if a man 
has more equity in it, he is less troublesome to deal with ? 
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Mr. Jounstron. Not necessarily. You can’t judge credits that easily, 
I don’t think. One man might be good with no downpayment, and 
the next man may be poor with a good downpayment. 

The Cnarrman. Mr. Prouty / 

Mr. Proury. What has been your policy? Do you have an inspec- 
tion fee or service fee, or whatever you call it 

Mr. Jounsron. I would like to disagree with the fellow that was 
just on here. Under VA regulations, the builder cannot pay more 
than 214 percent for his construction money, and the lender, when he 
sends in his request for reasonable value, has to certify that he is not 
charged more than 214 percent, which is permitted by your VA 
regulations. 

So I don’t know where he is getting it from. I never heard of 
that one. 

Mr. Provry. As far as you are concerned, that is not a general policy 
in the whole lending institutions ? 

Mr. Jounsron. No; I don’t think so, and I think these gentlemen 
will agree with me on that. 

There are discounts of loans, but that is after a loan has been made. 
It can be sold after it is made for anything, just like any other 
commodity. 

Mr. Proury. Well, then, your institution is more or less opposed to 
GI loans in principle without a substantial downpayment ? 

Mr. Jounsron. We have felt we have better loans and we make 
exceptions. There is no rule 

Mr. Proury. Yes. 

Mr. Jounsron. If we know someone is good, we will make the loan, 
and there is no general rule, I don’t think, among any of the lending 
institutions as to any specific downpayment that they require. Some 
of them will try to get 20 percent, and it will vary; but I still think 
you come back to the rate, ‘and that is what you end up with. 

Mr. Provry. Well, if the rate were increased to 414 percent, would 
your institution be more interested, even with a small downpayment 4 

Mr. JOUNSTON. Yes. 

The Cuarrman. Mr. Bonin, do you have a question ? 

Mr. Bonry. Mr. Johnston, out of nearly 3 million home loans 
guaranteed through January 25, 1953, only 15,376 had resulted in 
payment of claims by the VA. 

Mr. Jounstron. Yes, sir. 

Mr. Bonrn. Slightly over one-half of 1 percent, and the correspond- 
ing ratio for farm loans was 2.8 percent and for business loans it 
was 4.9 percent. 

Wouldn’t you say that that is a pretty good risk? 

Mr. Jounston. Yes, sir. 

Mr. Bonty. Do you think that would be a pretty good element to 
take in consideration making a loan to a veteran ? 

Mr. Jounsron. Well, there is another factor that you left out of 
that. When you get a veteran in trouble, I mean he owes you for 3 
or 4 months, we do everything we can to try to correct it, and so does 
the VA. 

If it cannot be corrected, then we get him to sell his house, which 
he can do today, and usually at a profit, but if he has an obligation, 
he can’t. 
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I think we have only gone through with 1 or 2, 1 foreclosure I can 
remember of, out of a number of delinquencies that would have re- 
sulted in forclousres if they hadn’t been able to sell their property. 

Mr. Bonin. Approximately how many loans would you say your 
banking institution made under the GI loan ? ' i 

Mr. Jounston. We have now about 20 million. 

Mr. Bonin. Twenty million? 

Mr. Jounsron. I guess that we made a total of at least 30 million 
because we have been paid off in a number of them. 

Mr. Bonin. What percentage of that would you say had defaulted ? 

Mr. Jounsron. I would have to look at the record to tell you that. I 
don’t know. 

We will usually ruu, oh, probably 8 or 10 a month that maybe owe 
us 2 payments, and those we are usually able to collect. As to what 
percent, I couldn’t tell you. We don’t keep track of it. It isn’t great, 
but the same is true with all loans today, not only GI loans, but other 
loans. 

Mr. Prouty. There is not much difference between either? 

Mr. Jounston. You have a little more because you have to work 
harder on a GI. 

The Cuairman. Mr. Edmondson ? 

Mr. EpmMonpson. Are you paying 214 percent to your depositors, or 
2 percent ¢ 

Mr. Jounsron. We are paying 114. 

Mr. EpmMonpson. One and a half? 

Mr. Jounston. Yes, sir. 

Mr. Epmonpson. Do you have in mind coming up to 214 or 2 in 
in the immediate future, or-—— 

Mr. Jounsron. Well, it is something that you don’t advertise any- 
how, but the Bank of Ohio came out with the statement that they 
are going up to 2 in July. 

The other savings banks are paying 1; not savings, commercial 
banks. They are paying 1 on their savings deposits. 

Mr. EpMonpson. But you have no knowledge of any plan to go up 
as much as 214 percent in your bank in the near future ? 

Mr. Jounston. Your savings and loans, with a few exceptions, are 
all paying 214, and some are paying 3. I know one that is paying 3. 

Mr. Epmonpson. But yours is a savings bank? 

Mr. Jounston. It is a savings bank, the same as you get in the East. 
It is the only one in this territory, and there is a lot of pressure to 
raise interest rates right now. I mean what we call dividends, 

Mr. Epmonpson. Have you been losing depositors in any volume 
because of your interest rate only being 114 percent ! 

Mr. Jounston. No. I will say it is not increasing at the proportion 
we would like. 

Mr. Epmonpson. Do you make loans outside the Cleveland area for 
housing purposes ‘ 

Mr. Jounston. Yes, sir. 

Mr. Epmonpson. And you feel that the Government’s direct loan 
program in areas that are certified by the VA to be areas where veter- 
ans cannot get loans from private lenders, is an undesirable program ? 

Mr. Jounston. I wouldn’t say it is undesirable, but we don’t like— 
we feel there is sufficient money to satisfy all the needs if everything 
was normal, 
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Mr. Epmonpson. But facing the conditions that we face, where 
everything is not normal, do you still feel that it is bad policy by the 
Government to make available to these veterans in areas where there 
is no money available, and in order to make the direct loans available, 
to be a certification that private funds are not being provided to the 
veterans, would you say that that program was a bad program ? 

Mr. Jounsron. Well, when they are lending—there might be cer 
tain places where it would be necessary. I wouldn’t disagree with 
that, but I believe they make loans right in Cleveland, and ‘there has 
been GI money available. Iam not sure how much they made or 

The Cyamman. Well, then, summing up your position, Mr. 
Johnston, you feel that the interest rate should be raised, and if it is 
raised, the number of loans that will be made available will increase / 

Mr. Jounston. I think so. Yes, sir. 

The CnatrMan. And that the small down payment can only be 
accomplished if the interest rate is increased ¢ 

Mr. Jounstron. I don’t know if that would tie in together or not. 
I couldn’t answer that one. 

Mr. Epmonpson. Would an increase of from 4 to 4144 percent meet 
your basic objections to the present program that we “have here, or 
isn’t it a fact that you have stated a number of objections to the Gov- 
ernment loan program that actually are not based on the return but 
rather on the red tape? 

Mr. Jounston. Yes, sir. There is a number of things. 

Mr. Epmonpson. And delays and things of that sort? 

Mr. Jounston. Yes, sir. That is true, but I mean today you can 
go out, we can go out and buy corporate bonds that will yield us just 
as much as a GI loan with no monkeying around, no servicing, or 
calling them up or anything. 

Mr. Epmonpson. Don’t you think that situation is likely to con 
tinue, even if it were raised to 414 or 414 percent? You could find 
other places to invest your money that would be simpler and easier 
to work with ? 

Mr. Jounsron. No. That is not a bank function, only to make 
money. Weare supposed to be performing a service in the community 
and making mortgage loans is part of our service. 

No, it isn’t entirely that. 

You keep a certain amount of your money in investments and 
certain amount in mortgages, certain amount in governments. 

Mr. EpmMonpson. Well, have you purchased any of these direct 
loans that have been made by the VA? 

Mr. Jounston. No, sir. No. 

Mr. Epmonpson. Is that because they appear to be bad risks « 
because the return is too low ? 

Mr. Jounston. No. We have enough pressure to make them to 
people from Cleveland here. 

Mr. Epmonpson. We had testimony from one previous witness in 
the banking business that the direct loans were very attractive to him 
because they eliminated completely the red tape and the paperwork 
and made it possible to get his return without the vexation of your 
guaranty loan program. 

Mr. Jounston. Yes. 
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Mr. Epmonpson. You haven’t had that experience with the direct 
loans, I take it, then ? 

Mr. Jounsron. No. 

Mr. Epmonpson. Have you attempted to buy any of them? 

Mr. Jonnsron. No, sir. 

Mr. Epmonpson. You just haven’t been interested in them ? 

Mr. Jounsron. That is correct. 

Mr. Bon1n. Just one more question, Mr. Johnston. Approximately 
what is the cost to the veteran in order to purchase a home with your 
bank ¢ 

Mr. Jounston. It will cost him—well, we charge the 1 percent of 
the loan. 

Mr. Borin. Does that cover all the cost that is involved ? 

Mr. Jonnsron. No, sir. He has on top of that title charge, his 
VA-appraisal fee. 

Mr. Bontn. Recording of the deed ? 

Mr. Jounston. Recording. That is just the regular items. 

Mr. Bontn. Revenue stamps? 

Mr. Jonnston. Yes, sir. The fellow furnishes the Revenue stamps. 

Mr. Bonin. The preparation and recording of the mortgage ? 

Mr. Jounsron. Yes. It is all included, yes. 

Mr. Bontn. That is not in the 1 percent, is it? That isn’t in the 1 
percent ? 

Mr. Jounston. Well, you have a regular charge for a conventional 
loan. On top of that, with a GI loan, you charge a flat 1 percent. 

Mr. Bonin. Well, what is the cost for the conventional loan, approx- 
imately, in round figures? 

Mr. Jonunsron. It will run; oh, you can’t say. There is the insur 
ance reserve you have to set up, tax reserve, which will vary the 
amount. The cost, I believe, would be $65 or $70. 

Mr. Bontn. On a $10,000 loan, it would run somewhere in the 
neighborhood of $170, $175? 

Mr. Jounsron. I think so; yes, sir. 

Mr. Epmonpson. You don’t collect the legal fee as some institu- 
tions do? 

Mr. Jonnsron. No, sir. That is out of the 1 percent fee. The 
veteran, you do not charge him the appraisal fee or half of the escrow 
fee, so he gets back, oh, $40 of that, that you would pay on the 
conventional loan. 

The Cuatrman. If there are no more questions, thank you very 
much for stating your position, Mr. Johnston. 

Mr. Jounston. Yes, sir. 

The Cuarrman. Is there a representative here, Mr. Johnston, before 
you leave, of the banks? Do you have a spokesman for the banks? 

Mr. Jounston. No. We area savings bank. 

The Cuatrman. We would like to hear from a representative speak- 
ing for a bank next, if you please. 

Mr. Juercens. I came down as a spectator, but I will be glad to 
do it again. 

The Cuamman. If you will, state your name and what your asso 
ciation in the banking field is. . 
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STATEMENT OF H. H. JUERGENS, VICE PRESIDENT IN CHARGE OF 
THE MORTGAGE LOAN DIVISION, CENTRAL NATIONAL BANK 


Mr. Jurrcen. H. H. Juergens, J-u-e-r-g-e-n-s, vice president in 
charge of the mortgage loan division Central National Bank. 

The Cramman. What are your opinions regarding the interest 
rate on GI loans, Mr. Juergens ¢ 

Mr. Juercens. Well, I don’t believe there is any question at all, in 
my opinion, that the interest rate on GI loans today is not realistic at 
all. Tsay that because, as Mr. Johnston pointed out, there is such a 
thing as buying grade A securities from which you will obtain a re- 
turn which is just as good, if not better, than what you would obtain 
on a GI loan after taking into consideration the fact, of course, that 
there is a certain amount of expense involved in handling a GI loan, 
not only on its acquisition, but after you have the loan on your books. 
It must be serviced. 

You buy a bond, and all those things, of course, are not in the pic- 
ture. It costs you nothing after you once buy it. 

The CnarrMan., Is your bank making GI loans? 

Mr. Jurrcens. Yes, sir. 

The CuarrMan. Are you making as many as you made a year ago? 

Mr. Jurrcens. No, sir. 

The CuairMan. And the reason you aren’t making as many is be- 
cause of the interest rate? 

Mr. JurrGens. That is correct. 

The Cuarrman. Mr. Prouty ? 

Mr. Proury. I am just interested in seeing what your institution 
is doing with reference to service charges or inspection fees, that sort 
of thing. 

Mr. Jurrcens. Where we do make a GI loan, we are charging a fee 
of 1 percent, as Mr. Johnston pointed out. 

Of course, there are certain expenses which an individual would 
pay on a conventional loan, which the veteran would not pay, half of 
his escrow fee which is ordinarily chargeable to him and the bank’s 
own appraisal fee. Those items are absorbed in the 1 percent charge, 
but we are making that charge primarily—well, I would say there are 
two reasons: First of all, to attempt to recoup the evident loss that 
you have when you make a GI loan, partially recoup; and further- 
more, to attempt to offset to some extent, at least, the additional ex- 
pense involved in the additional work that is entailed in processing a 
GI loan application. 

Mr. Proutry. What do you think of the program as a whole, assum- 
ing that the interest rate were increased ? 

Mr. Jurrcens. Well, I don’t believe there would be any question at 
all but what we would be making more GI loans than today if the 
rate were increased. Weare making FHA loans. 

As an example, today any FHA application that comes in to us that 
looks good to us. we will make. That is not true on the GI loan. 

Mr. Proury. Even if you think the loan is perfectly good ? 

Mr. Jurrcens. That is correct. The only reason we are making any 
of them at all today is because, as Mr. Johnston pointed out, as a bank 
we have certain obligations, particularly to our own customers, and 
that is our rule today. We wouldn’t even look at a GI loan applica- 
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tion unless the applicant is a customer of our bank and has been for 
some reasonable leneth of time. 

Mr. Proury. What do you mean by a customer ? 

Mr. Jurercens. | mean that he, for instance, has started his savings 
account at our bank for the last couple of years and we see is building 
it up. In other words, the Central National Bank is his bank. 

Mr. Provury. In other words, he doesn’t have to have a large sum 
on deposit 2 

Mr. Jurercens. No. QOh, no. 

Mr. Proury. You think that attitude is general throughout the 
lending institutions in this area? 

Mr. Jurrcens. Yes, sir, 1 do. Iam speaking of banks, now. 

Mr. Proury. Yes. 

Mr. Jurrcens. I don’t know too much about what the policies of 
Savings and loan companies are, or insurance companies. I am talk- 
ing about the banks. 

Mr. Proury. I have no further questions. 

The CuatrMan. Mr. Edmondson / 

Mr. Epmonpson. Mr. Juergens, what downpayment requirements 
are standard with your bank on GI loans ? 

Mr. Jurrcens. ‘I'wenty-five percent. 

Mr. EpmMonpDsoN. ee now, when you say that a man who is a 
customer with your bank doesn’t have to have built up a big balance 
in his savings account to qualify for one of these loans, wouldn’t you 
say that 25 percent on a $10,000 house for the average veteran would 
be a pretty good accumulation of money to have on hand? 

Mr. Jurrcens. Well, of course that is relative when you are speak- 
ing of what you call a good balance in the bank. If you think that 
$2,500, for instance, is a lot of money, yes, it is for most individuals, 
but we know from experience that a great many of the applicants that 
come in to us for GI loans have that much of a downpayment to put 
on the property. 

Mr. Epmonpson. Well, if this interest rate were to be raised from 
t to 11/, or $14, percent, would you lower your downpayment 
requirement ¢ 

Mr. Jurrcens. I believe we would. 

Mr. I’ pDMONDSON. How substantial / 

Mr. Jurraens. One of the reasons we are asking for a 25 percent 
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aownpayment is In order to dis ourage as Many GI applications as 
possible. 

Mr. Epmonpson. How ene. would you lower it in the event 
the interest rates were raised, say, , percent ¢ 

Mr. JurrGens. Thatisa aoe seh h Lam afraid I cannot answer 
with any assurance 0 of giving you the correct answer; I say that be- 
cause, after all, although I am in charge of the department, we have 
an executive committee that more or less determines policy in the 
bank. That would have to be saeeas ities which they would undoubt- 
edly have to pass on before it would become official. 

Mr. Epmonpson. Has your bank made any large-size loans to 
builders for the purpose of building GI housing projects ? 
Mr. Juercens. Well, there again that is relative. 
What do you mean by large-size projects ? 
Mr. EDMONDSON. Well, in units of 50 or more houses. 
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Mr. Jurrcens. No. I would say no. 

Let me say this, though, first: Are you speaking about the last year, 
the last 2 years, or the le ast 5 years, or what / 

Mr. Epmonpson. Well, in the last 18 months, I would be interested 
in particularly. 

Mr. Jurercens. Then, the answer isno. I would say that the largest 
project we have taken on for any single builder in the last 18 months 


is 25. 

Mr. Epmonpson. I think you were absent from the room, unless I 
am mistaken, when we had testimony a little bit ago from a witness 
as to a practice on the part of some banks of charging a 5-percent in- 
spection fee to certain builders in building projects involving a large 
number of units. 

I don’t want you in this open hearing to give any names or anything 
like that, but I would like to know if you have knowledge of any such 
5-percent inspection fee by any banks in the Cleveland area 

Mr. Jurrcens. No. I wouldn’t have any direct knowledge of that. 

I will say this, that I know that we have not. 

Mr. Epmonpson. Well, the testimony was that it was common 
knowledge that in this area that was done among builders. 

Mr. Jurrcens. There has been a lot of discussion-and talk about 
this sort of thing, and some people have made the statement that that 
is what is going on, but I couldn’t say definitely because I don’t know 
the facts myself. 

Mr. EpMonpson. Thank you, sir. 

The Cuatrman. You can only speak for your bank, i course. 

Mr. Jvercens. That is right. Anything ‘else I may hear is some- 
thing I can’t back up. 

The Cuamman. We have heard several witnesses state that they 
did everything they could to discourage the GI loan program and, of 
course, this committee, Mr. Juergens, has at heart the interest of the 
veteran and the economy and the general overall program. 

Well, it is our responsibility to do what we can on it. I can’t help 
but think that some kid returning from Korea today, who might 
glance at the testimony that is being given here, would feel a little 
disheartened when he learns that he is back home now with all his 
facilities and many of us are saying we are doing all we can to dis- 
courage him from getting his feet on the ground and from getting his 
home. It will be pretty disheartening. 

Mr. Jurrcens. May I say something in regard to that subject? 

The Cuatrrman. Yes. 

Mr. Jurrcens. I have tested that out in talking to veteran appli- 
cants that have come in to see me, where I have had to turn them down 
because of our present policy of discouraging as many applicants as 
possible, and only making veterans’ loans where the individual is a 
customer of the bank, and I have told them what, in my opinion, was 
the reason why they couldn’t get their loan. In other words, I wasn’t 
the first one they had been in to ask for a loan, they had had the 
same experience in other places. 

I said, “Now, if we would make this loan to you and if the rate 
were 414 percent rather than 4 percent on a, roughly speaking, $10,- 
000 loan, the additional amount that you would pay per month is 
about $2.50 or somewhere in there. Would that make any difference 








eee ta 


INTEREST RATE AND DOWN PAYMENT ON GI LOANS 505 


to you, if we make this loan to you at 444 percent; would you still go 
on with the deal ¢” 

He says, “Why sure. All I want is the home on some reasonable 
terms.” 

I have tried that out in several instances and, generally speaking, 
that is the reaction which I get from the veterans. What he wants is 
ahome. The rent situation is still tough in this town at a low rental 
figure, and if he has an opportunity to get a home that is whet he 
wants, and if he can get it, to him I don’t believe it makes very much 
difference. 

I think that this question of whether the rate will be 4 or whether 
it should be increased to 414 or 414, in my opinion, is purely a political 
question. ‘That is all it is. Because I have tried it on these veterans. 

The Chairman. What do you mean by a political question, Mr. 
Juergens / 

Mr. Jurrcens. Well, I don’t know what their stand is today, but I 
know that not too long ago the American Legion and a few more of 
these veterans’ organizations were bucking any possible increase in the 
rate, and I think that the pressure is being put on in Washington not 
to increase it purely on a political basis. 

They think the veteran is going to object, and we say that, I think, 
they are wrong. 

The Cuatrman. Well, I don't think that politics enters into it, Mr. 
Juergens. In fact, for your information, there is far more pressure 
to increase the rate than there is to hold it where it is, and that has 
been the testimony we have had in our hearings. 

It is true, your national organizations have taken a position, and 
it has been to hold the rate, but it may be that the individual GI i 
taking the attitude that you have explained here. It may be he is 
more interested in the small downpayment. 

The purpose of these hearings, and the purpose of this committee, 
is to bring the facts out in the open so we can all see them. 

Mr. Jurrcens. Sure. 

The Cuatrman. As far as the committee is concerned, we have not 
taken a position and deliberately go out and attempt to prove our 
position is right. 

Mr. Jurrcens. I understand, sure. 

The Cuarrman. Mr. Bonin? 

Mr. Bonin. By the same token, Mr. Juergens, the veteran would 
- ite to you or veterans would tell you they would be willing to pay 

, percent in all probability if he was eager to part with a higher 

crete even if he were confronted with the proposition of paying 

$300 additional to enable him to obtain a loan, he would probably go 
along w ith that, wouldn’t he? 

Mr. Jurrcens. I would say that we would have to judge that by the 
individual circumstances, but, generally speaking, if the veteran needs 
a home badly and hasn’t been. able to find something to rent, if he 
had the money he probably would, yes, up to a certain degree. It 
would have to be reasonable, of course. 

You mentioned $300. Well, it sounds a little high tome. We have 
never charged anybody $ $300 to obtain a GI loan, ‘but maybe someone 
does. 
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Mr Be NIN, You weren't pre sent when someone testified there is ¢ 


practice of charging 5 percent on a $10,000 loan which would be $500. 


li 
ce 
Mr. Jurrcens. Yes. 
Mr. Bonry. From your general experience connected with a bank- 


nstitution, what effect would an increase in the interest rate have 

the availability of funds in rural areas and not alene in the metro- 
pol tan area of Cleveland / Would you have any idea 4 

Mr...) ceERGENS Well, I believe that the loans would be more avail- 


less they were in a location where there wasn’t any bank around, 


or perhaps in a location where the insurance companies didn’t Zo in 
and make loans because of the particular location loans just weren’t 
available, but that would be true whether it is a GI loan or FHA loan; 
but, generally speaking, in the community that is somewhere near a 
town of a decent size that has a bank with the imsurance company 
having a representative there making loans for that insurance -com- 
pany, I don’t believe there would be any question but the same situa- 
tion would hold true there, that the leans would be more easily obtain- 
able than they are today. 

Mr. Bontn. Do you make loans in the outlying district of Cleve- 
land ? 

Mr. Jurercens. No. Outlying now, you mean the immediate sur- 
rounding—let’s say Chagrin Falls, Chardon, Solon ? 

Mr. Bonry. I am not familiar with Cleveland, myself. Let’s say 
within a radius of 10 miles of Cleveland. 

Mr. Juercens. Oh, certainly. 

Mr. Bont. Fifteen ? 

Mr. Juprcens. Certainly. We go further than that. 

Well, in Chagrin Falls we a ‘tually have a branch out there. That 
is 18 miles from the Public Square. We make loans which might be 


able ul 


or 6 miles beyond that office, sometimes perhaps 10 miles, and we 
make them 


Mr. Bonty. Do you think that it would make any actual difference 


f the interest rate were i ised to have the downpayment reduced ; 
n other words, you are demanding at the present time something 


equiy alent to about 25 percent ; is that correct ? 
Mr. Jurercens. That is correct. 


Mr. Bonryn. Do you t! k it would reduce that amount of down- 
payment if t nterest 1 were Increased ¢ 

Mr. Jurrcens. I believe it would because one of the reasons we in- 

ted « twa to discou ‘ 1¢ ppiiecations, as | mentioned before. 

Back the days of, let’s say, *45, “46, and “47 when 4 percent rate 
was rea tic, We We! oni re | ra iv percent a whpayment., 

Mr. EpmMonpson. Mr. Juergens, are vou familiar with the situation 
on downpayments in most of the banking circles in Cleveland? Is 
this 25 percent figure fairly uniform among the banks in this area ? 

Mr. Jurrcens. I would say that it is; yes. 

Mr. Eywonpson. And the purpose of it equally uniform, to dis- 
courage as many of these applications from people who are not pretty 
we 1] CSL; lished eu t« ners of the banks ? 


Mr. J ERGENS., ] believe SO; yes. 

Mr. Epmonpson. Off the record. 

(Discussion off the record.) 

The Carman. Are there any other questions? If not, thank you, 
Mr. Juergens. 
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Mr. Juercens. That is all right, sir. 

The Cuairman. I think, in order to break the monotony, we have 
had a lot of banks and lending institutions, about an hour now. We 
will put on a veteran who was disappointed this morning. 

Mr. Direnfeld, do you want to take the stand ¢ 


STATEMENT OF BERNARD B. DIRENFELD, PRESIDENT OF JOINT 
VETERANS COMMISSION OF CUYAHOGA COUNTY, OHIO 


The CuamMan. Will you state your full name and your official 
position with the veterans’ organization 4 

Mr. Direnre.p. Yes, sir. My name is Bernard B. Direnfeld, presi- 
dent of Joint Veterans Commission of Cuyahoga County, which is a 
coordinating body of eight veteran organizations, nation: ally chartered, 
made up of the United Spanish War Veterans, the Army-and Navy 
Union, the Polish Legion of American Veterans, the Jewish War Vet- 
erans, the Catholic War Veterans, the Military Order of the Purple 
Heart, Army and Navy Legion of Valor, and the Marine Corps 
League. 

In appearing before here, it is basic that there is no 4-percent money. 
I think it is also basic as to what the intent and purpose of the original 
act was, so far as providing a home for the GI who was not given the 
opportunity to accumulate OMe Wi rtime savings through excessive 
earnings. 

Now, coming down to the question that we have here, we find that 
the number of loans made at 4 percent is negligible. I have listened 
here this morning, and this afternoon to bankers who have stated they 
are discouraging it, and that is apparent throughout the county. 

Now, many, as was pointed out, make their loans on an accommo- 
dation basis for those who are customers of lone sti anding. One of 
you gentlemen pointed out, generally speaking, among the veterans 
that person who has a deposit with a bank and is a customer of a bank 
for a long period is not the one who is being pressed because he has a 
suflicient down payment. We are most concerned with those who are 
seeking loans and do not have the downpayment. 

Now, as I see the picture, there lies with this committee and Congress 
1 of 2 alternatives to correct the situation: One is ms increase in in- 
terest rate which the banks have advocated, either 414 or 414, or more 
direct loans from the VA to alleviate the, you ae say, nonexistence 
of t-percent money. 

Now, the Joint Veterans Commission has gone on record, and all 
of its member organizations have unanimously gone on record through 
the commission here of recommending an extension of the direct loan 
prov isions of the act that is to expire. 

We also recommend it even be expanded to the point of making 
direct loans in areas where they are not being made at present by the 
Veterans’ Administration, and this county is one of them. Although 
the Regional Office of the Veterans’ Administration is located in Cleve- 
land, this is one of the counties where there are no direct loans being 
made. 

Now, the argument has been made that the present appropriation, 
I believe, $25 million for direct loans, is inadequate. We agree with 
that, that it is entirely too inadequate for the rural areas now, and 
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certainly would be inadequate if exte nded to any metropolitan area 
such as this one: but it is my opinion that if suc ‘h direct loans were 
made available in the metropolitan area here at 4 percent, that the 
Veterans’ Administration would not have to make the loans for a very 
long time at all before the lending institutions, being motivated by 
competition, will come to meet that rate of 4 percent. 

The situation at present is this: hen a veteran goes to the bank 
io secure financing and is refused or discouraged, whichever term 
one chooses to use, he has little or no reel itive except to shake the 
family tree, so to speak, of all of his relatives for the down payment, 
and then take it at a higher rate of interest. Now, we have this situa- 
tion existing here on the other side of the picture: The banks, of 
course, knowing that 4-percent money is not available anywhere is 
lending it at 444 and 5 percent. 

It is my theory that as soon as 4-percent money is made available 
through direct loans they will come to meet that. 

One interesting observation that I have made sitting here this 
morning and this afternoon, and I may say in that regard that perhaps 
my disappointment was compe nsated, Mr. Chairman, of not being on 
there this morning, but I heard 2 bankers this morning and 2 ‘this 
afternoon, and I note with particular emphasis that not one of them 
claimed that they were not making money on 4-percent loans, and I 
was especially listening for that. 

They talked about service charges and some of the other matters, 
but I didn’t hear any of them say they weren’t making money at 4 
percent, but merely that there was a 414- and 5-percent market avail- 
able on non-GI loans. Never have I heard a direct commitment from 
any that if the rates were increased to 414 or 41% percent, that any of 
the service charges would be eliminated, nor h: ave I heard a direct 
commitment there would be a reduction of the downpayment. 

One man said he didn’t think there was any corelationship between 
an increased interest rate and a decreased downpayment. A couple 
said that they might or andiably would lower the downpayment if the 
interest rate were raised. 

[ think the question extends beyond the veteran himself going into 
the national economy picture so far as from a standpoint of interest 
rates on conventional loans are concerned. 

I think that if an increase in the GI loan were made, say, 41/, or 
114 percent, in my opinion it wouldn’t be very long before we would 
have run the cycle and been back to the same situation that we are 
right here, for these reasons: 

There is no doubt that the GI loan with its 50-percent guaranty is 
attrac tive not only for the reduction of risk to the lender but because 
of its marketability, passing it on and discounting it down the line, 
nad for that reason, all other things being equal, a lender, of course, 
would lean to, say, a 414-percent GI loan over a conventional loan, but 
it wouldn’t be long before the conventional loans would then move to 
5 and 514 percent, and as that field increased and the bankers, under 
the same argument that they make today, that a higher rate of interest 
is available in conventional loans, would n: iturally reach to the higher 
yield and you would be back to the same position as today, only on 
another cycle, on a higher interest level, and I think that can be 
avoided and be an anti- inflationary measure if direct loans were made 
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to keep that 4 percent and would benefit not only the veteran but the 
entire community so far as inflating the cost of financing is concerned 
both as to conventional and GI loans. 

Now, I have heard the comment made that the increase in rate would 
only amount to a few cents a day, 15 cents, 20 cents, something like 
that, a day, on one-half of 1 percent or maybe $50 or $60 a year, but 
when we multiply that through the life of ‘the mortgage we are cer- 
tainly increasing the amount “that is available and, as I said before, 
I still have my doubts that it would alleviate the down payment re- 
quirement. I think the only thing that will do it is the actual competi- 
tion of the 4-percent direct loan that should be made. 

Now, so much concerning the financing. 

So far as the construction of homes in this community is concerned, 
much is to be desired. Many builders have done very well and have 
been aboveboard and done a good job. It is a shame the same thing 
can’t be said for all of the builders because many of them have fallen 
short, either through inferior material, poor material, or by cutting 
corners, so to speak. 

One of the biggest complaints that the veterans in this community 
have made is that they are rarely, if ever, able to get the builder back 
cut to the home once they move in. Many of them have called build- 
ers time and time again and have been put off and put off until finally 
they give up in disgust after a few months, and some of them have told 
me already there have been occasions that after the man came out there, 
after the builder came out several months later, he said, “Well, you 
have been living here several months. These things could creep up 
by reason of your occupancy and use of the home.” 

Now, one practice that [ should like to see discouraged among 
sellers of homes to GI’s is the practice of requiring the veteran to sign 
an acceptance or a release before he even moves into the home. Very 
often the veteran is unaware, as a layman, of what significance an 
acceptance or release is, and he will sign the paper that the home is in 
good condition and so forth and so on, so that he may get-it in a hurry. 
V ery often the seller admittedly states, “Yes. There is this, this and 
this yet to be done, and we will come back and do that,” but fails to 
do so, or sometimes only does so after constant calls by the purchaser. 

On the other hand, I have heard of this practice from veterans being 
perpetrated, as early in the negotiations as the sale itself on the pur- 
chase agreement, at the time of the execution of the note and mortgage, 
have them sign at that time an acceptance and the house is not even 
completed and they are requiring him in advance to sign an acceptance 
that the home is in good condition and the veteran is satisfied with the 
completion of the home. 

In that respect I do believe that some provision should be made 
in the law requiring some sort of warranty from the builder as to the 
quality and specifications of the house as represented. I do not believe 
that such a warranty requirement from a builder would drive the 
builder away from building GI homes because you have right now in 
the eyes of the law an implied warranty already existing by a builder 
when he sells the home. He impliedly war ants that the home is as 
represented and according to specifications, but I believe it should be 
a bit more stringent so the veteran may have the advantage of that. 

We have had these situations where a veteran and his family move 
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into a home and discover defects after moving in which wouldn’t 
ordinarily be ascertainable through an inspection of an empty home 
before moving in. There is a couple that come to my mind right 
now where the floors were not fastened at the end, near the door. 
Ordinarily you take a step from the door, one large step over. You 
wol dn’ step on that end of the floor immedi: ately adjacent to the 
wall itself, but through living there and perhaps housecleaning or 
something, the lady steps on the end there and she finds the floor sags 
down. After repeated efforts to get the builder out there, he comes 
out there and — ts and he says the workmen have omitted to buoy 
up neg end there by putting some sort of support under that — 
of perhaps unintentionally, but several months had elapsed; 
thane! of lawsuit had to take place before they were able to bring the 
builder out there to see this and then make the correction. 

Now, as I say, these people that move in do not know of some of these 
defects, and that is why I say there should be a warranty carried for 
some period beyond, for when these things come up. 

So far as inspections are concerned, I do believe that there should be 
some provisions for more rigid inspections by the Veterans’ Admin- 


stration’s inspectors. I don’t know if the paler, as to how we 
are g ing to get more competent inspectors r how to make more 


competent inspections, but the need is an instead of ap proving 
some of a hor mes that do have several defects existing’ in them. 

So far as the practices are concerned, those are the most promi- 
nent that we oe and, as I said before, I think this committee is well 
aware that with Korean veterans being discharged, being eligible 
under the GI bill, that we are going to have an increasing field of seek- 
ers for the purchase of GI homes, and I do hope the committee does 
do something or considers something alone the lines suggested. 

The Cnairman. We certainly appreciate your statement, Mr. 
Dire nfeld. 

Mr. Prouty ¢ 

Mr. Prcury. Are these cases of poor construction, which you refer 
to, gene ral, or is that ve ry definite ly the exce ption, or is it occurring 
now, or are you thinking now in terms of right after the war? 

Mr. Direnrecp. No. I am talking about occurring now in, I 
would say, 20 percent at least of the construction is where there are 
omissions and defects, and I would say further that to get a builder 
back out is almost, I say, universal, to get him back out and complete 
something. 

He moves on to the next job and he commences working there and 
weeks and sometimes months elapse before you can get the builder 
with his workmen back to do the things. 

Mr. Proury. These have all been inspected by the Veterans’ Ad- 
ministration’s inspectors’ 

Mr. Drrenrep. Presumab lv, yes. 

Mr. Provry. You are definitely not satisfied with their qualifica- 
tions. 

Mr. Drrenretp. Well, as I said before, I don’t know what we can 
do about it. 

[ am presuming they have the best available in today’s market under 
the circumstances. 

The Cuamman. Mr. Teague? 
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Mr. Teacur. What can we do to make the veteran more aware of 
his responsibilities and realize the Government is not taking care of 
him? He has a responsibility to see he is getting a fair deal in this 
thing. 

Mr. Direnrep. Well, I think, in my opinion the vast majority of 
veterans are already aware of that responsibility and the statistics 
were pointed out by one of the Congressmen here before, for in- 
stance, where one-half of 1 percent of GI loans are in default as com- 
pared with 2.8 and 4 something. 

Mr. Tracue. I didn’t mean that at all. 

I mean, for example, a veteran goes out and looks at a model house 
without ever checking the plans or specifications or anything like 
that. He buys it on the basis of the model house and later he i inspects 
the plans and specifications and finds they are considerably different 
than the model house and the house he bought. 

Mr. Direnrecp. Yes. 

Mr. Tracur. I mean, it is just plain business sense. 

Mr. Direnretp. Yes. That is true, to a large extent. 

I think what you mean there, he has come to lean on the Govern- 
ment, not to do his thinking for him, but to protect him in the event 
something goes wrong. That is true to an extent. Probably an 
educational program by our veterans’ organizations along that line 
would be in order. 

Mr. Treactre. Where you have a very capable office, which it appears 
you have here in Cleveland, it doesn’t make too much difference, but 
we have been some other places where it was altogether different. 

For example, a veteran will go out and look at a house that showed 
a refrigerator in there, and it will impress him that the refrigerator 
will be in his home, and later he gets his home and there is no re- 
frigerator and goes and looks at the plans and specifications and it 
doesn’t call for a refrigerator. 

One pl: ce we looked at, there were 300 houses with no driveways, 
in a project, where the model house had a gravelled driveway. The 
plans and specifications didn’t call for a driveway, so they were left 
out. That kind of thing I am referring to. 

Mr. DirenFeLp. Yes. 

Well, that part is true. They have come to an extent to think of a 
loan under the GI bill, that the Government is protecting their in- 
terest, as I said before, and to have them initiate a litt le more initiative 
on their loan would probably be in order in some instances, yes. 

The CuarrmMan. Well, actually there is no excuse for a man signing 
a completion paper when the house isn’t completed to his satisfaction 
even before the shovel is put in the lot. 

Mr. DrrenFrevp. Well, yes. This is, in my opinion, Mr. Chairman, 
for this reason: The fellow is either under pressure to get out of 
where he is at, by reason of eviction or being forced out, or else his 
family is expanding and he doesn’t have sufficient room and he is as 
anxious as possible to get into that home, and he will do anything, and 
I say, sign most anything to get into that home as quickly as possible, 
relying on the or: al word of the builder, “Don’t worry about this. 
We will take care of it,” and that is a form of pressure. 

It is comparable, if I may use the comparison, to an example that 
was cited here this afternoon, where a GI was asked, would you go 
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414 percent if you could get this loan on a GI, and the fellow says, 
sure. Why, I think you can even get 6 percent and the fellow would 
say sure, because he can’t get a home anyplace. 

Of course, that is one of the things we are objecting to. 

It is a matter of economics in some cases, which we experienced 
during the war, where there was a scarcity of something and people 
were willing to pay outlandish prices to get a hold of something that 
wasn’t available on the market and they needed urgently; I don’t 
think that is the criterion, to see how far you can « -apitalize on sc arcity. 

The Cuamman. Well, do you think the veteran signing the com- 
pletion paper is signing un der pressure or because he isn’t aware of 
what he is signing? 

Mr. Direnretp. Both. Both, I think, would be a fair answer. 

The Cuatrman. Mr. Edmondson ? 

Mr. Epmonpson. Mr. Direnfeld, I think the figures given to the 
committee on the question of the number of pending applications for 
direct loans are around 888; isn’t that right? That is in the regional 
olfice located here at Cleveland. 

Do you have any figures or any reliable information to indicate that 
the number of veterans in the area serviced by the Cleveland regional 
office is greatly in excess of that 888 figure, who are in need of these 
direct loans? 

Mr. Direnreip. Oh, yes. I wouldn’t have any figures on it. I 
have no statistics, but just from my everyday working knowledge and 
contact with veterans, I would say it would be m: uny times—you can 
say double that many times would be true, because there is a market 
tod: Ly that these fellows are looking for and they cannot get, and they 
do not have this 25 percent and other comparable figures for down 
payments, or they certainly would go there. 

Of course, as I said before, the fact that you have pending on the 
list there indicates that even on direct loans, there is not enough. 

Mr. EpMonpson. Well, how do you account for the failure. of this 
much larger number even to come in and make application for the 
loan ? 

Mr. Direnrexp. They are, as a matter of practice, not granting any 
direct loans. The Veterans’ Administration is not making direct loans 
in the Cleveland area, period. 

All their direct loans being made are to—— 

Mr. Epmonpson. The Cleveland metropolitan area ? 

Mr. Drrenrecb. In Cuyahoga County, which would take in greater 
Cleveland. 

All of their direct loans that are being made are to the outlying rural 
areas, 

The VA office here, I think covers 19 counties in this section of the 
State. Excuse me, 28 counties, that is right. 

Mr. Epmonpson. Thirty-eight. 

Mr. Direnrevp. Thirty-eight. Well, I will get there yet, and I 
don’t know in how many of those counties they are making direct loans, 
but there are several counties. Then you havé this situation even 
within a county, the VA is excluding the met ropolitan areas of even 
some of the rural areas. Take the largest city in a rural area, they 
are not making them in the city itself, so that as far as Cleveland or 
greater Cleveland is concerned, Cuyahoga County, there are no direct 
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loans, so that accounts for them not making application. It would 
only be a useless gesture. 

Mr. Epmonpson. Your information on the number needing them 
wouldn’t necessarily be confirmed to this Cleveland metropolitan area, 
is that correct ¢ 

Mr. Direnrevp. Yes, that is correct. 

The CHarrMan. Well, now, Mr. Direnfeld, you are advocating not 
only the continuance of the direct loan, which expires on June 30, 
but that it be added to, so that any veteran who wanted a loan would 
be eligible under the direct-loan program; is that what you are pro- 
posing ¢ 

Mr. Direnrevp. Yes, except it need not be quite that expansive be- 
cause I think I can anticipate what you are driving at and that is the 
luge appropriation that would probably be required. 

The Cuarrman. Well, I doubt very much if any of us have stopped 
to consider this, but there is estimated that there are — veterans 
who would like homes during this coming building year. In other 
words, there are this 500,000 who would like to be in ‘thei ir homes by 
next Christmas. If you took an average of $10,000 per home, that 
would mean $5 billion, and that is out of the question, of course. 

Mr. Drrenrevp. I agree with you, Mr. Chairman, and I don’t think, 
as I said before, that that would be necessar y. Of course, that would 
be unworkable and I recognize that to this extent, but I will qualify 
that plan in this respect: That in my opinion it would not be neces- 
sary to stay in to service those. As soon as you made them available 
for 30, 60, or 90 days, the banks, through meeting competition, would 
come to 4 percent and that would not be necessary. 

Let’s take the other side of the picture. Suppose they do not come 
to meet that competition. I think provisions could be made at that 
time to do the same thing that the banks do when they are pressed 
for funds. These mortgage loans have marketability. Some pro- 
vision should be made for discount either through the Federal Re- 
serve or some other bank, whereby the Veterans’ ‘Administration can 
discount these mortgage loans and have a revolving fund rather 
than one large appropriation, which positively I agree would not be 
feasible, nor am I so advocating. 

Mr. Bonin. Mr. Direnfeld, the direct-loan program is operating 
on a revolving fund at the present time. 

Mr. Drrenretp. Yes, and I think the same thing can be done on 
an expanded basis; but, of course, nothing comparable to those type 
of figures. I think it can be done exactly the same way through the 
discount features, I don’t believe any banker or any lender or anyone 
else will deny the marketability of a 50-percent guaranty loan. 

The CuarrMan. Then, you are advocating that the direct loan be 
expanded to the extent that the VA will have a club over the lending 
institutions which say, “If you won’t do it we will?” 

Mr. Drrenrevp. You may call it a club. I like to think of it as a 
competitive thing; yes. 

Mr. Bontn. Mr. Direnfeld, there was a gentleman that appeared, 
a former Member of Congress who appe: ired before the full Veterans 
Affairs Committee about 10 days ago, and he stated that, in substance, 
this would be in the nature of a socialized plan and, of course, he 
also stated it would be actually getting away from the free-enterprise 
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system, but he felt that if it is necessary to have a little bit of socialized 
government he would prefer to have it toward the veterans’ benefit. 

Mr. Direnretp. Well, I can best answer that by saying this: That 
the same charge of a little socialism can be mi ade against the entire 
GI program as it now exists or as origin: lly it existed. 

Is it desirable or is there an obligation on the part of the country 
to assist a fellow who was away to the wars for a few years, who 
certainly assumed some pretty great risks, those that did return, and 
those that didn’t, still assumed a greater risk, and certainly deprived 
of the large wartime earnings that some of the others were receiving, 

and were deprived of their families and friends and all the other 
things? You have to ask the question, and I think Congress has 
answered it by the passage of the GI bill, that there should be some 
recognition toward helping that fellow to get on his feet; and so long 
as it is confined, let us say, to these types of measures, such as assisting 
a fellow to buy a home on his own, he is not asking for anything for 
nothing. he is asking the Government to assist him, and he certainly 
is going to have the obligation to pay it all back, every dime of it. 
It is a matter of assistance which some might interpret as socialism, 
which I don’t in this particular case. 

Mr. Bonty. The reason that question had been brought up, it was 
suggested at one time before one of the hearings that at the present 
rate of this so-called war in Korea, we are adding somewhere in the 
neighborhood of about a million veterans a year; is it not, Colonel? 

Mr. Teacue. Yes. 

Mr. Bonrn. After a period of years, if this should happen to con- 
tinue or we should get involved, we are apt to have perhaps more than 
one-half of our entire population which would be in the veterans’ 
class, you see. 

Mr. Drrenretp. And to all of which I say I can’t see that that in 
and of itself is detrimental. 

| suppose if we took a number of persons that received some sort 
of direct or indirect assistance through such an agency, let us say, as 
FHA or the RFC or through farm programs, I don’t think the num- 
ber would be staggering and, especially here, we have the cost to the 
Government aside from the administration of it, which is almost 
negligible or certainly running no more than one-half of 1 percent. 

\s I said before, certainly I see no harm. If a veteran is assisted 
and he owns a home and becomes a substantial citizen in the com- 
munity there by, I think the entire economy has prospered. 

The Cnamman. Mr. Direnfeld, you are taking the position, are 
vou not, that when the GI housing program started and when the 
Veterans’ Administrator was given, under law. the right to vary the 
interest rate between 4 and 414 percent, that when he established it 
at 4 percent, that that was a benefit to the veteran ? 

Mr. Direnreip. It was a benefit; yes. 

The Cuatrman. Now, we have had testimony here today and we 
have had it previously, that the lending institutions at that time did 
not consider it a benefit and many of the speeches that were made on 
the floor of Congress at that time, the interest rate was talked of as 
a protective rate so that they couldn’t run away with it, and that is 
why they established it as the going rate. 
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The big benefit to the veteran that was expressed at that time was 
that he, returning from war with his pockets empty, would be able to 
get a home without a downpayment. 

Mr. Drrenretp. That is correct. 

The CuHatrMan. Now, if the cost to the lending institutions has 
increased, and as I said before, this committee is taking no position, 
do you feel at the present time that the veteran is entitled to a lower 
rate of interest than the going rate? 

Mr. Direnrevp. The last part of that question, again ? 

The CuarrMan. Do you feel that the veteran is entitled to a lower 
rate of interest than the going rate of interest today ? 

Mr. Direnrevp. Under a 50-percent guaranty program, I absolutely 
do, because the risk involved to the lender is certainly reduced. There 
should be some compensation in order for that. 

The CnatrMan. Then, it may be that we are giving the veteran a 
different slant on it than what was originally intended, when the law 
was first established. 

Now, we have one gentleman on the committee here who is the 
father-of the GI Korean bill, Congressman Teague from Texas, who 
was in Congress and quite active on the housing program, and I 
would like for him to comment on the same position you have taken. 

Mr. Drrenretp. Yes. 

Mr. Tracur. Well, the thing we gave the veteran in that bill was 
the first year’s interest. Actually, it wasn’t the intent of giving him 
a lower interest rate, I don’t think. 

We did give him that first year’s interest, and he doesn’t, as you 
said awhile ago, pay back all of it. I think it has run into a hundred 
million dollars since the program started that we paid out on the GI 
program for the first year’s interest. 

The CuatrMan. I raise that point, Mr. Direnfeld, because that 
the decision we are going to have to make in the final analysis—is the 
intent of the law such that the veteran is entitled to a lower rate of 
interest than what is the accepted rate for similar commodities. 

Mr. Direnratp. Well, I see your point on that, and I also wish to 
reemphasize in that regard the question, will it, or will it start another 
cycle ina couple vears hence of us the same place one step higher on 
the inflation ladder, and I say not only we as veterans but we as the 
entire community, nonveterans as well. 

The Cuamrman. Thank you very much, Mr. Direnfeld. It has bee: 
a fine statement, and I think in order to break this up, as there ave 
people Ww ishing to state opinions on both sides, we do have a gent leman 
from out of town whose statement won't take too long, who represents 
the smaller building and loans. 

Is Mr. Heppert still here ? 

Mr. Heprertr. Yes, sir. 

The Crarrman. I have just been informed by one of our hard 
working members of the committee that it might be in order, Mr 
Heppert, for a 5-minute recess. 

Mr. Herrert. It is certainly all right. 

(Recess had.) 

The CuHatrMan. Mr. Heppert. 
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STATEMENT OF E. D. HEPPERT, SECRETARY-TREASURER AND 
MANAGER OF THE GREAT NORTHERN BUILDING & LOAN CO. OF 
BARBERTON, OHIO 


The Cuarrman. Will you state your full name and the company 
with which you are associated ? 

Mr. Heprert. E. D. Heppert, the Great Northern Building & Loan 
Co., of Barberton, manager. 

Mr. Epmonpson. What is that name? 

Mr. Herrert. E. D. Heppert, the Great Northern Building & Loan 
Co. of Barberton, secretary-treasurer, manager. 

The CuatrmMan. Would you give us your experience in the GI loan 
field as you have been so prominent in that among the smaller building 
and loans? 

Mr. Herrert. Our experience has been very favorable. We have 
made over a thousand GI loans in our community starting in 1946 up 
to date. We have 772 on our books at the present time, ‘slightly less 
than $4 million, approximating 42 percent of our total loan portfolio. 

We think they are excellent. We have had trouble only with three. 
We think they give the veteran a swell deal. Up to the last year or so, 
they have given the financing institutions a square deal; by that I 
mean interest rates and earnings, and we are very anxious to serve 
our community by taking care of them on an adequate basis if it were 
possible for us to do it, still operating on a profit motive. 

The Cuarrman. In the past you have found the GI loan was a prof- 
itable operation ? 

Mr. Heprert. It has been up until I would say substantially the 
last year. 

You gentlemen are aware of the fact that 90-day money has increased 
in cost from thirty-five one-hundredths of 1 percent in 1948 to 2 per- 
cent today. One-year money increased from eight-tenths of 1 percent 
to 21, percent during the same period of time. Five to six-year money 
has increased in cost from 14; percent to 214 percent as of today and 
bonds are now paying 3 percent, which ms akes it almost impossible for 
a loaning institution to get sufficient funds in at the going rate in 
order to put funds out at 4 percent and make a profit. 

We figure that our money costs us 2.8 laid down at the window 
before we make a profit after figuring the cost of the Government 
examination, Government insurance, the 2 mills for the State of Ohio. 

If we put that money out at 4 over a period of 20 years, we have tied 
ourselves up at one end for 20 years with no future increase on the 
loans which we have, which is now 42 percent of our portfolio, and are 
open at the other end because we are absolutely sure that the trend of 
interest rate is upward. We will have to pay possibly one-half of 
1 percent at least on $10 million in order to hold the money which we 
have and yet not take care of the veteran at the present rate. 

So we are afraid we are tied up under present conditions. 

We want to do a good job but we are still operating from the profit 
motive. 

The Cuatrman. In other words, you considered it a personal satis- 
faction in being able to assist the veteran and felt you were not only 
doing a good job for the veteran, but it was a good business proposi- 
tion so long as your money did not cost you as much as it costs you now ¢ 
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Mr. Herrert. We don’t know how good a job we are doing, but we 
are there to serve our community. We felt the veteran was getting 
a square deal. We felt that 4 percent was a good going rate, a “profit- 
able one for us, when the program started. We started in 1946 and 
have carried through ever since just until recently, and to represent 
the interest of our depositors, there are 14,000 who have savings 
accounts with us, it was necessary for us to curtail our loans, not 
because we wanted to but because we felt we had a greater respon- 
sibility to our 14,000 depositors than we had to the veterans who would 
benefit from the money which is brought in by the depositors. In 
other words, it is a matter of serving the greater number or the 
smaller number. 

The Cuatrman. Have you been able to make a large percentage of 
these loans for a small downpayment ? 

Mr. Herrert. We made over 400 loans out of our 10,000, approxi- 
mately, with no , downp: 1yment, starting in 1946. We have made very 
few within the past 2 years without downpayments, but we have made 
loans with downpayments as low as $250 up. I would say the average 
loan today that we have been making has a minimum of $500 down- 
payment. We haven’t insisted on that, but we try to get that in most 
cases because we feel a responsible veteran, who has been out of service 
for 2 or 3 years, unless he has had illness, ought to be able to accumu- 
late something to show evidence of good faith, but the amount has 
not been material. We depend on the Government insurance; we 
depend on the integrity of the veteran and the fact we have had 
trouble with three out of a thousand is an indication to us you can’t 
sell the veteran short. 

The CuatrmMan. Mr. Teague. 

Mr. Teacur. Mr. Heppert, would you have any comment to make 
on the amount of redtape that it takes to complete the paperwork 
that is involved to handle one of these loans ? 

Mr. ates It is rather heavy but there are a lot of things I don’t 
like. I don’t like some things in married life and yet I am married. 
You know what I mean? After all, you have to take things as they 
come. You are dealing with the Government, and I have dealt with 
the Government for 25 years and I know those things just come. 

Mr. Tracur. I think, though, if we could point out to the VA that 
they are requiring things for which there is no reason, ways for cutting 
down the redtape, they would certainly be glad to do it. 

Mr. Heprert. I grant you that. 

Mr. Tracur. It seems you people in your position would be the 
best people in this country to tell us hue that redtape could be cut 
down. 

Mr. Heprerr. There hasn’t been too much redtape until recently. 
Apparently there have been a lot of complaints from veterans at 
different points in regard to new construction and apparently the 
veteran has been put. on guard. I think that more redtape has 
developed in the last 6 months than had developed any time prior to 
that. 

We haven’t been bothered too much with the redtape. We have 
construction loans; we have regular loans. We have been willing to 
go along. We don’t like it, but what can you do? We want to serve 
the veteran, and you have to do it. 
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The Cuatrman. Mr. Prouty? 
Mr. Provury. Mr. Heppert, what do you say am your personal 
knowledge as to the general construction of these GI homes? Is it 


200d or bad ? 


Mr. Herrerr. We think they are very good. We are in a small com- 


munity, we know our builders. They are trying to give a square deal 
to the veteran. I think to my recollection we have had possibly 3 
or 4 instances of comp! unts 11 he last 5 or 6 vears on the veterans’ 


homes which have been ce estates Too small to be of any real 
difficulty, because, after all, a veteran is no different than anyone else. 
If he feels he is aggrieved he will say so. He doesn’t take advanage, 
and I don’t believe ai yon has tried to take advantage of the veteran 
mn our commun C\ ‘ possibly because it Is a small community and we 
KHOW each other. 

Mr. Pr UTY. W hat ab ul your service charge ? 

Mr. Herprerr. You mean put the loan on the books? 

Mr. Proutry. Yes. 

Mr. Herrerr. We charge a minimum of $50 or 1 percent, period. No 
further eee. 

Mr. Proury. Thank you. 

The CHarnman. Mr. Bonin 

Mr De NIN. Ne ) " questions 

The Cyatrmary. Mr. Edmondson ? 

Mir. EpMonpsow. Mr. Heppert, what are you paying your depositors 

t/ 
leprertT. ‘Two percent 
{pMONDSON. Has that been the prevailing rate for a consider- 
able pel iod of time / 

Mr. Heprrert. We have been paying 2» percent for 214 years. In 
\kron, adjoining, which is 7 miles, right up against it, but approxi- 
mately 7 miles away from the center, the rate has been 2 and 214. We 
will necessarily have to increase ours, we think, in the near future, 


from 2 to 214 because of a matter of competition arene money is a 
commodity just the same as nays and we will have t ) pay it. That 
nerease will cost us $50,000 a year, and that, again, isn’t hay. That, 
again, would prevent us—I am not trying to be facetious—from carry- 


ing out any future increase in GI loans. 

Mr. Epmonpson. Have you already made your announcement of the 
increase to 2%. percent i 

Mr. Herrerr. No, sir. Our board of directors have not yet taken a 
definite decision but I feel quite sure lit will be necessary for us to 
do that in order to carry on. 

We are the only savings and loan in our community. We are not 
too large a company. We have $12 million but it is up to us we feel to 
taek care of our community. 

We have a 30,000 population in the city and we are trying to do 
our—Il was going to say darndest. We feel it is our duty to do that, 
but we mo earry the burden for 30,000 people when funds are avail- 
able in a nearby community, money is commanding more, so we have 
to meet eaten and try to do the best job we Can, providing we 

can still make a little profit. 

Mr. EpMonpson. Where do you get most of your money for lending 
purposes other than from your depositors ¢ 
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Mr. Herperr. Only from our own—we have 14,000 depositors of 
our own. We can get money from the Federal home loan bank. 

Mr. Epmonpson. But the only money you have been lending out 
for veterans or housinge—— 

Mr. Herrrrr. Is our own money. 

We do not deal with any other institution. We are on our own feet. 
Mr. EpmMonpson. And your cost on that in terms of interest pay 
ment to your cle ‘positors hi as been stable at 2 percent or v1 » percent ¢ 

Mr. Herrerr, Two percent for 214 years; that is right. 

Mr. Epmonpson. What has accounted for the pyramiding cost at 
your window, then, in making the loan ? 

Mr. Herrertr. Well, there won’t be any question but what salaries 
have risen, but what costs are higher, but what rates are higher, and 


that every item that has gone into the cost of living in the last 15 
years is higher, except interest 

Mr. Epmonpson. I had the information, at least, that there had 
been a trend downward in recent months on your cost-of-living items 
and that if you are basing it on your cost of-living index and price 
index, that it is headed downward rather than upward, 

Now, if it is based on cther factors than that, why, I can follow your 
reasoning on it. 

Mr. Heprrerr. The cost of on om an institution is based on the 
salaric which we ay, Hot on the cos t of = me, to produ ts which we 
buy. Tam talking about the cost of yperation of the company because 
salaries have been going higher for the naa > or 6 years and we have 
to pay Salaries, 

Mr. Epmonpson. Has there been, in the pi st, if you know, sir, a 
irend upward on your salari 

Mr. Herrerr. We made an adjustment the first of the year natu 

' , 


rally WW hich Was peril sive, yes, before the Wave ane 
of it. Sure, we had to do that. We have to have trained persone l. 
Institutions of our type, banks, building and loans, everything else 
has to have trained personnel. 

Mr. Epaonpson. | was certainly aware of the trend that had been 
volng on- 

Mr. Herrerr. That’s right. 

Mr. Epmonpson,. [ p until the past few months. Have you been able 
to hold the line and continue to make the loans that are profitable up 
intil the last few monthis ? 

Mr. Herrerr. No, no. No; we have not been making it at a profit 
able rate. We have been making them because we thought it Was our 
duty and we are still making loans. We are making from 10 to 15 
loans a month, but we are making a very minimum. We know that we 
cah operate ata slight profit point of 0.842 percent of our port folio in 
(il loans. We did have 56 at one time. We are deliberately cutting 
down because we have reached the point where there was no profit, a 
point of no return, and we are willing to carry on at 42 percent 
strength because we know we can do that, but we can’t serve the public 
by doing that because we are curtailing the amount. 

We want to serve the public and we want to doa job. We feel it 
our duty to do it. 

The Cuairman. I think you are to be commended upon the job that 
you have been doing and certainly upon holding your service charge to 


Hlours went out 


a6 2 ms . 
820938 53 6 
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the level that you have and holding your downpayments down to the 
level that you have. 

I think that that definitely speaks well of the organization and of 
its community service. But we are confronted here with an overall 
picture in which we have some responsibility, if possible, to try to hold 
down the mounting cost of money and certainly you can see that rais- 
ing the interest rate on these GI loans is probably going to mean that 
the interest rates on Government bonds are probably going to have to 
come up further in order to continue sales. 

Mr. Herrerr. I would feel the other way around. I would feel that 
the fact that interest rates on Government bonds would probably be 
up in the future is going to force interest rates up generally, irrespec- 
tive, because a trend has started and I am afraid that it will continue. 
In other words, the Federal Reserve bank, you know as well as I know, 

and the Treasury have been trying to keep interest rates down, and 
the fact that Gove rnment bonds have droppe «d to the ver lowest that 
they have ever since they were issued is evidence of the fact that in- 
terest rates are not satisfactory at the present time and they are selling 
at a discount. That is a trend which no one can stand for, in my 
opinion. 

The only reason that Government bonds are down, as you all know, 
is because the interest rate isn’t satisfactory to the purchaser, and if 
the Government bonds are selling below par and the GI loans are sell- 
ing below par, it is apparent that the interest rate is not satisfactory, 
the money is going elsewhere, as we see it, and if that is the case it is a 
matter of competition. 

I have heard some figures given here. Ona$10,000 loan, an increase 
of one half a percent would be $4.17 a month. That is a little less than 

. pack of cigarettes. Certainly a man’s home is worth a pack of cigar- 
ettes a day and I think the veteran realizes that. 

We have had dozens and dozens of veterans who have indicated that 
the interest rate for a home of say 414 percent as the going rate is all 
right and they are willing to do it. The downpayment isn’t so 
material. 

The Cuarrman. Mr. Heppert, we asked one of the other gentlemen 
testifying whether in his judgment he felt that when the law was first 
passed whether or not it was considered that the veteran was getting 
a benefit by the 4-percent rate or was that the established rate. 

Mr. Herrert. The rate at that time in our community was 5 per- 
cent. The veteran got and deserved a break; he still deserves a 
break. We don’t feel he a. a break at the expense of 14,000 
depositors in our community or the millions of them throughout the 
United States below the as cost of the money or remunerative 
point to the individual who marshals the money. 

We feel that the veteran is entitled to a break certainly, but he isn’t 
entitled to a break to the point where he is going to jeopardize the 
growth and the service of communities in any communit y; I mean 
organizations in any community. That is my point. I think I am 
expressing the opinion of all savings and loans of Summit County, 
because I happen to be one of their ‘official representatives; I am not 
their spokesman, but I think I am expressing that sentiment. 

Mr. Epmonpson. This difference between 2.82, the cost of the money 
at the window, and 4 percent, is there no profit whatsoever in the loan 
today, or are you looking ahead to the future and to the possibility 
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Mr. Heprerr. That is the profit at the present time. In other 
words, the spread between the two is 1.18, and that is the profit today. 

Mr. Epmonpson. Yes. 

Mr. Herrerr. But if we increase our savings interest rate from 2 
to 214, that would immediately cut it down to approximately three- 
fourths of 1 percent, and as we do that we immediately have increased 
our cost on $10 million worth of deposits, and even if interest rates do 
go up to 41% percent on GI loans, we are going to make new loans before 
we can benefit from that, because the $4 million th: at we have now is 
still tied at 4 percent, which means it will be 2 or 3 years before we can 
get any benefits substantially from the increase to 414-percent rate, so 
we will have to be careful that we don’t spread too r: apidly as it is. 

In our company, however, we have had a discussion in our board 
of directors and our executive committee, and our company is com- 
mitted and is willing to, I think we can say, guarantee a million and 
a half or two million dollars’ worth of GI loans within a period of 
a year and a half if the rate is increased, because we have the funds 
to do it with. We have 25 percent liquidity; we have funds on de- 
posit in Cincinnati at the present time which should go out and would 
have gone out had we had a realistic rate. We could have put it out 
at 5 percent. We preferred to hold it at 214 percent on deposit with 
the Federal Government; I mean, it is at _ Federal Home Loan 
Bank in Cincinnati, 2 percent, hold it there at 2 percent awaiting an 
opportunity to put it out on GI loans at a th figure. That isa 
losstous. We have been holding that money at a loss. 

Mr. Epwonpson. You can’t still do that with an increase to 21% 
percent to your depositors. 

Mr. Herrertr. Yes; we could have put it out at 5 percent, because 
we have conventional loans, but we held it hoping that this situation 
that we have felt in the last 6 months, that the situation would change, 
and we are still hopeful 

The Cuarrman. Mr. Heppert, we certainly appreciate the fine job 
that you have done for the community of Barberton and surrounding 
territory, but unfortunately that situation doesn’t prevail on a na- 
tional basis. 

What is your opinion on the direct loan program for those areas that 
do not have lending institutions who are willing to make GI loans? 

Mr. Heprert. Well, again it is a case of necessary evil. I believe 
that the direct loan program must necessarily be carried out or should 
be carried out to take care of the individual in certain communities, 
should have been, but the point is being reached now where, because 
of the fact that there is no profit motive, if the direct loan is to be 
‘arried out it will have to be amplified very, very much more in the 
future to do a job than it was in the past. In other words, if it was 
QO. K. to do a job as long as there was a profit motive there and as 
long as you could realize a profit, those individuals and companies that 
didn’t doa job certainly were entitled to have direct loan competition. 
Now, then, since they can’t do a job because of a profit motive, it would 
be wrong to take advantage of that situation and force the Government 
into a direct loan program or have the Government again stifle the 
growth of those institutions, banks, buildings and loans that are trying 
todoajob. We havea place in the sun. 
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Mr. EpmMonpson. You would not be opposed to the continu: ition of 
the present direct loan program at the present rate of 25 million? 

Mr. Herrert. No, sir. The veteran is entitled to some help every 
place, everywhere, in my opinion. 

The CuarrmMan. Mr. Meadows? 

Mr. Mrapows. No questions. 

The CHatrman. Mr. Prouty ¢ 

Mr. Provuty. No. 

Mr. Bont. No. 

The Cuamman. We certainly thank you, Mr. Heppert. 

Mr. Herrvert. Thank you. 


STATEMENT OF CHESTER KOCH, COORDINATOR OF PATRIOTIC 
ACTIVITIES, CITY OF CLEVELAND 


Mr. Kocu. Mr. Chairman, Mr. Congressman, and Members of Con 
eress: My name is Chester Koch. I am recognized in the city of 
Cleveland as the city coordinator of patriotic activities, representing 
his honor, the mayor, on many functions and escorting programs of 
the men lea\ Ing oul city. 

I am also the secretary treasurer of the Joint Veterans’ Commission 
of Cuyahoga County and I happen to be an active member in the 
Army and Navy Union, hold offices in the Catholic War Veterans, 
Army and Navy Union. I ama member of the American Legion and 
I hold office in the Veterans of Foreign Wars. I am active in all of 
these organizations. 

» World War II I have escorted to the station and extended the 
greetings of our city to over 258,000 men, talked to their families, 
offered the services of our city, and assured them that this community 
would take care of them in their problems should they arise. I have 
received mail from all over the world from men in the service about 
various problems that their families have had. 

since they have come back, I have talked to many thousands of 
the men, met them around in veterans’ circles, met them around in 
various fields. M: any of them stop mine on the street and have prob- 
lems. We endeavor to assist them, get their problem to the right 
agency's hands, be it a veteran organization, a family, or social problem, 
Community Chest or whatever it may be as to agency. 

Many hundreds of them have called and wanted to know why they 
can’t get a home. In the first place, let me say to you this: I think 
that the quicker we settle the indecision in Washington on what the 
V A Is YolIng to do, that IS, f the G ongress is VFOINng to do on the V A loans 
and direct loans, the quicker we will loosen up loans in this community 
and, in fact, in the country. 

1 think direct loans in Cuyahoga County should be a factor for the 
VA. As you know, we do not have any direct loans in Cuyahoga 
County. ; 

I think Congress or the VA should create a greater patriotic interest 
in the veteran and what he fought for by creating that interest in.the 
lending institutions. I think we should eliminate the under-the- 
table deals between the builder and the lenders, as a number have 
stated to me that there is a transaction when a builder goes to a lend- 
ing institution and he has to get his papers approved for the veteran, 
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his home, that there is a transaction takes place there and the con- 
tractor either has to charge it to the veteran, which he doesn’t like 
to, or he has to pay it himself, and he, naturally, doesn’t feel that he 
should do that. 

Certainly I want to compliment the gentleman who preceded me in 
the fine efforts that his company has made and I see no reason why 
many other institutions can’t do that because after all, Members of the 
Congress, these boys that went into service gave up a lot of their time, 
their family connections, the anxiety of their families, and they fought 
and won a war and made it possible for the lending institutions. in 
fact, all of us, to earn a living in this country and enjoy the freedoms 
of this country. If it hadn’t been for these men doing this, we 
wouldn’t need this, these loans. 

Incidentally, veterans don’t make wars, they fight them and win 
them and they were entitled to a degree of consideration. 

Someone has approached the facts on a social basis. I don’t think 
it should even be thought of because since wars have been had, the 
Government has assisted the veteran, and this is a time in which the 
Government can and you Members of the Congress, I think, have a 
great interest in that. 

I had a case where a lad came to me. He had all the information 
for a loan and all the papers were good ; his credit was good and all. 
The institution that he was dealing with put him off. He couldn’t 
vo here in Cuyahoga County and get a direct loan. He was a colored 
boy. 

He went out to the Dunbar Mutual Life Insurance Co., a colored 
lending institution, and they made the loan without any question 
because his credits were all good. He was applying for a loan in 
the neighborhood; apparently that institution didn’t want to make a 
loan. That is the only solution we can get out of it. 

Gentlemen, as I stated, these veterans are younger and more expen- 
sive to handle than loans. They were not too young to fight, not too 
young to win this war and still winning it and are going to win it. 
I think that we should consider that very implicitly. 

I think if direct loans are eliminated, it will be another kick out 
from under the veterans. In other words, you are going to kick an- 
other prop out from under him for the service he has rendered his 
country, and his efforts will be dampened, his interest will be 
dampened. : 

These are just a few of the things that we feel the Veterans’ Com- 
mittee should consider. I happened to be in Washington at your 
committee hearings. Congressman Ayres told me you were coming 
here and when the national commander of one of the organizations 
Lama member of anda State officer of stated the facts about 4 percent 
loans and he stated the facts to the Congress, the se tup, the Veterans’ 
Affairs Committee that he thought that the interest rate was the thing 
that was deterring the veterans from having a home, and I am thor- 
oughly in accord with that. 

That is all, gentlemen, that I have. 

Mr. Proury. Thank you, Mr. Koch. 

Have you any questions you want to ask Mr. Koch ? 

Mr. Bonin. I have no specific questions, 

Mr. Proutry. Mr. Edmondson ? 
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Mr. Epmonpson. Your last statement needs amplification on one 
point at least. It is your opinion that the interest rate now prevail- 
ing should be continued or should be raised to meet the apparent mar- 
ket rate on interest ? 

Mr. Kocn. In my opinion the interest rate for the veterans shou]d 
stay as it is at the present time. 

Mr. Epmonvson. But most important that the indecision be ended 
and that it be made definite and certain ? 

Mr. Kocu. As quick as possible, in the quickest possible moment 
that that can be made. I think it will open up as well as I think 
direct loans, and right here in Cuyahoga County direct loans would 
open up the market. 

Mr. Epmonpson. Of course, you know that under the existing law 
that there is initiative in the Veterans’ Administration undcr existing 
law to revise that from 4 to 414 percent on these loan gu ranties, as 
the law now stands at this time? 

Mr. Kocn. Yes. 

Mr. Epmonpson. I think it needs the Secretary of the Treasury’s 
agreement on it to r: aise it. 

Mr. Kocn. I understand there is; yes. 

The Cuarrman. If there are no more questions, we thank you, Mr. 
Koch, for not only the testimony but for the courtesies you have 
extended us during our visit here to your city. 

Mr. Kocn. It is a pleasure. If I can do anything more for you, 
just speak up. 

The Cuarrman. What members of lending institutions are there 
here ¢ 

Mr. Kocu. Mr. Chairman, may I state this? We have a gentleman 
here who sent a notice in and I think he can give you some very brief, 
quick information that would assist your committee on the local scene 
here. 

The Cuatrman. Is he going to be here? 

Mr. Kocu. Mr. Pech. 

The Cuatrman. Will he be here for a few minutes? We will put 
someone else on first. I want to find out how many members of 
lending institutions there are here yet. 

I wonder if in the interest of saving time I might not ask you this: 
Is the point of view of the insurance companies the same or are you 
gentlemen divided in your reactions ? 

Mr. Kozan. I can give the direct company’s viewpoint. 

The Cuatrman. Do you want to come up here? 


STATEMENT OF J. W. KOZAB, OF THE PACIFIC MUTUAL LIFE 
INSURANCE CO. 


The Cuarrman. Will you state your name and company ? 

Mr. Kozan. Yes. My name is J. W.Kozab. I am with the Pacific 
Mutual Life Insurance Co., from Los Angeles, Calif. 

The Cuarrman. You have been listening to testimony here; you 
know about the pattern we are following. You just go ahead and 
state briefly your position on what you think should be done regard- 
ing the GI program, both the direct loan and the guaranteed loan. 

Mr. Kozan. Well, first I might say that I agree substantially with 
the gentleman from Barberton. As an insurance company we are 
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the custodian of funds. We are trustees for our policyholders and 
it is up to us to see that we secure the highest possible yield that we 
can for our policyholders. We owe that to them. 

Now I will say this. In the last 2 years I have not made one GI 
loan. Prior to that we were in the program quite strongly; in fact, 
at one point we had 10 percent of our assets, total assets, in GI loans, 
and 20 percent of our mortgage loan portfolio in GI loans. We ,lso 
made 100 percent loans. We also made some at 95 and 90. We went 
with the program when the interest was competitive. 

At the present time we feel that it is artifically depressed. It is 
strictly a nonrealistic rate, noncompetitive. 

You take, for instance, the Government on one hand is raising the 
rates on bonds. One agency of the Government is doing that and, 
on the other hand, you have another agency or the rate in another 
agency being held stable. That is stric tly unrealistic. It just doesn’t 
make sense. 

Well, if you have questions, I will try to answer them. But that 
basically is the way we feel about this thing. We cooperate as much 
as we can but when it begins to affect our yield, we have got to stop. 

The CuarrMan. In other words, your position is about the same as 
Mr. Heppert’s from Barberton, that you would like to help—— 

Mr. Kozan. That’s right. 

The CuarmMan. You are willing to help—— 

Mr. Kozas. Yes. 

The Cnarrman. But when it becomes impossible to make a profit, 
then naturally in order to protect your policyholders you must pull 
in your horns, so to speak. 

Mr. Kozan. That’s right. 

The CHairMan. I don’t think it will be necessary to question you; 
at least, from my point of view. 

Do any of you gentlemen have anything? Mr. Edmondson ? 

Mr. Epmonpson. I would just like to ask Mr. Kozab this question: 
If at 4 percent 2 years ago you reached the conclusion that the veteran 
loans were not prefers able and not something that you wanted to en- 
gage in, and in view of the change in tlie cost and money picture in 
the past 2 years, is it conceivable ‘that a one-quarter or one-half per- 
cent increase in the interest rate would bring you back into the mar- 
ket in any volume at all ? 

Mr. Kozan. Yes, it is conceivable. As far as we are concerned, 
is strictly a question of yield. We are w illing to go along with the 
program. Of course, we don’t use Veterans’ Administration or FHA 
as a crutch; we still underwrite these things on our own basis. If it 
requires a guaranteed loan to reach an amount, then we will make a 
loan; but we do not take any loan simply because it is VA guaranteed 
or FHA insured. We don’t want to lose our mortgage sense. We 
rely on our own underwriting standards to continue to do business. 

We will make loans, but they must conform to our pattern. We 
have minimum requirements: The location must be right, the product 
must be O. K., and the borrower must show the ability to pay. Down 
payment is not necessarily a factor. Ability to pay is one of the 
principal factors, 

Mr. Epmonpson. Has most of your activity been in the large project 
developments rather than in the individual houses ? 
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Mr. Kozas. U p to about 2 years ago; yes. 

Mr. EpmMonpson. That would be the area that you would probably 
£0 back into, the project deve lopme nté 

Mr. Kozas. Larger deals probably. 

The Cuatirman. Where is the bulk of your investment capital 
going now ¢ 


Mr. Kozap. In large conventional loans and conventional resi- 


dences. You can see our position on a residential basis. We are 
not too competitive. The statute holds us down to 6634 of our 
appraisal. 


Now, you mentioned veterans being unable to buy homes because of 
down payments. We mustn't forget that there are just as many other 
people faced with the same thing. They are out paying rent on a 
conventional basis. We can’t take care of them because we require 

least a third down, possib ly {0 percent. 

The Cuarrman. But the intent of the law, Mr. Kozab, was, of 
course, that the veteran hadn’t had a chance to accumulate any savings. 

Mr. Kozan. Well, that is right. 

The Cuamman. They didn’t really anticipate that he would spend 
as long renting and not getting into a house, and they didn’t anticipate 
that the GI loans wouldn’t be available; but the original intent 
of course was to give him an opportunity to buy it without down 
payment. 

Mr. Kozas. I don’t think the veteran on the whole is worried about 


interest rate. All he wants is a reasonable down payment, reasonable 
monthly payments, and a reasonably good home. Rate is incidental, 
but I don’t believe it is a prime factor as some people seem to think. 


The Cuarmman. Thank you very much. 

Mr. Kozan. Yes, sir. 

The Cuarrman. Did you have a gentleman, Mr. Koch, that you 
wanted to make a statement ? 

Mr. Kocu. Yes; Mr. Pech, director of housing of the city of Cleve- 
land, GI housing. 


STATEMENT OF RUSSELL J. PECH, DIRECTOR OF BUREAU OF VET- 
ERANS’ HOUSING, HEALTH, AND WELFARE, CITY OF CLEVE- 
LAND 


The Cuarman. Will you state your full name and your connection 
with the housing program ¢ 

Mr. Pecu. Russell J. Pech, director of Bureau of Veterans’ Housing 
Health, and Welfare, City of Cleveland. 

I requested to be heard by the committee today in the hope that 
some of the statistical information I can give you would be helpful. 

Phe bureau of veterans’ housing is a division of the Department of 
Public Health and Welfare of the city of Cleveland. The primary 
function of this agency is to assist veterans of World War II, Korea 


veterans and mes icemen in locating adequate rental housing accom- 
modations for their families. re agency has been in operation since 
September 1945, and has taken 42,862 2 applications as follows: 

1945 3, 200 | 1950 cache tes 2, 776 
1946 , ‘ 13. 773 | 1951 esis es een ae, 
1947 .-. 9,520 11952 etl aie d -- tiem amenss ere 
1948 i, 686 | 1958—January._................ 178 
1949 3, 036 | NO ie 192 
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All of our applicants are gainfully employed, and have an average 
take-home pay between $60 and $85 per week, and feel they can spend 
between $50 and S85 per month for rent. The average size family 
consists of husband and wife and 2 children, and our applications 
range from couple only to couple with 9 children. All of the families 
that register at our office are living either doubled up with relatives 

friends; living in inadequate quarters; living separated or being 
evicted, and have not been able to locate ad quate housing accommoda- 
tions on theirown. Even though they are seeking assistance in locat 
ing rental accommodations, they have all explored the buying market 
but have found in most all cases the amount of down payment is too 
large. Very few object to the monthly payments and very few object 
to the type of house for sale. To the best. of our ability we estim: ite 
that there are between four and five thousand active applic ations on 
our ——- list. 

The Cuarrman. Thank you very much, Mr. Pech. Are you in a 
position to say what percentage of these peop le you think would be 
anxious to purchas e a home if they could do so for a small down 
payment ¢ 

Mr. Peca. Certainly. They all would be. Naturally, they have all 
been married, most of them 5 or 6 years. Of course, you must remem 
ber that when these people come in our = e, they don’t have pl aces to 
live and they are looking for anything, but there are very few of them 
that don’t want to own their own home, but they don’t have the cash 
and they don’t have the 25 percent that most of the banks have been 
requesting. 

The Cuatrman. Mr. Edmondson ? 

Mr. Epaonson. No questions. 

The Cuarmman. Mr. Prouty? 

Mr. Proury. Of this 42,000 that you indicate here, have any of 
those boen granted loans? 

Mr. Pecu. We don’t have a record on that. 

Mr. Provury. Of the applications you have received, you don’t 
know how many of these have been er: anted loans? 

Mr. Pecu. No. 

Mr. Proury. A good many of them could have been ? 

Mr. Pecu. That’s right. 

The Cuamman,. The only exact figures are those that you actually 
have now ? 

Mr. Pecn. That’s right. 

The Cuatmman. Mr. Bonin? 

Mr. Bontn. Mr. Pech, would you be inclined to say that that is 
the general downpayment throughout the Cleveland area, 25 percent ? 

Mr. Pecu. As far as I know. I shopped around myself and I 
know that some banks wouldn’t even take a GI loan a few months 
ago. Asa matter of fact, the bank I had money deposited in wouldn’t. 

The Cuarrman. Maybe your deposit wasn’t big enough. 

Mr. Pecu. It was a third of the price of the house and it wasn’t 
big enough. 

The CuarrMan. We certainly thank you, Mr. Pech, for compiling 
these figures. They will be quite helpful. 

Which of you two gentlemen from the insurance companies wis 
to take the chair up here? 


h 


1es 
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STATEMENT OF FLOYD GRAHAM, OSTENDORF-MORRIS CO., 
CLEVELAND, OHIO 


The Cuatrman. Will you state your full name and your association ? 

Mr. Granam. My name is Floyd Graham; I am w ith the Ostendorf- 
Morris Co. We are normally in the real-estate business covering all 
fields, and I represent the insurance companies investing their funds 
with that company. 

The CuatrMan. You have also heard the testimony here this after- 
noon, and in your judgment what should be done regarding the GI 
building program ¢ 

Mr. Granam. Of course, I have been a firm believer that the 
interest rates should not be pegged; they should be permitted to find 
their own level. Four percent interest rate, that is not a rate that 
must be granted to a veteran is entirely unrealistic in my opinion. 
It is far below the going interest rate for conventional loans with the 
insurance companies We represent. We cannot grant over 6624-percent 
appraisal, and we get 414 to 5 percent for those loans that are good 
properties and good locations, so the t-percent rate is entirely 
unrealistic. 

I think the pegging of the rate should be done away with entirely 
and let the competition set in and the rate will find its proper level. 
Where that level is I can’t says waniwer it is 414 percent or not. In 
the rural areas it wouldn’t be percent; it might be considerably 
higher than 414 percent. In the Siete in areas it might probably 
find its level at 414 percent. 

The CHarrman. Mr. Meadows? 

Mr. Mrapows. Here is a question I would like your opinion on. 
Were you here this morning ? 

Mr. Granam. No; I was not. 

Mr. Mrapows. Mr. Foley, who has just recently been replaced as 
the Director of the Housing and Home Finance Agency very recently 
made this statement in a Senate hearing with regards to FHA interest 
rate, which as you know is 414 percent: 

Currently our surveys show that we have made and apparently that the volume 
continues large, the market for resale of mortgages is from slightly above par to 
slightly below par. I have had a few cases reported to me of discounts; I have 
had a few cases reported to me of discounts of more than 1 percent. 

Mr. Grauam. I read that statement of Mr. Foley’s. 

Mr. Meapows. For the most part 414 percent seems to be the rate so 
far as FHA is concerned, as near as you can get to it on a national 
basis, considering the rural areas and the urban areas that allow free 
lending withuout the discount practice. 

Would you see any fallacy in his statement there ? 

Mr. Granam. That was made about 4 or 5 months ago, I believe. 

Mr. Meapows. No, it was made on January 8, 1953. 

Mr. Granam. Was it that recently? We represent one company 
that will not make GI loans or FHA loans at the present rate. We 
represent another company that will make FHA loans at a discount of 
1 percent and we are making probably 10 GI loans a month and they 
are at a 2-percent discount. 

That company that is making those GI loans for us is making them 
purely on an accommodation basis just as the bankers make it to those 
people who are their depositors. 
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We happen also to be in the building business and they will make 
the loans on the houses that we build, that we sell to GI’s at 2-percent 
discount. 

Mr. Meapows. Do you consider that there is any substantial differ- 
ence in the security of the risk between an FHA and VA loan ¢ 

Mr. Granam. One is a 100-percent guaranteed loan, or insured, and 
the other is 60 percent. 

Mr. Mrapows. Yes, I understand, but of course there are different 
methods of handling and administering the two programs. But can 
you evaluate it from a risk standpoint? 

Mr. GrauAm. The actual guaranty on GI loans is 60 percent. 

Mr. Mrapows. Which has the greater element of risk so far as you 
are concerned ¢ 

Mr. Granam. The GI, of course, because it is only 60-percent guar- 
anteed and the FHA is 100 percent. That is my opinion, of course. 

The Cuarrman. Mr. Bonin? 

Mr. Bonin. Mr. Graham, you just stated that it would be better 
for the interest rate to fluctuate and reach a certain stabilized position. 

Mr. Granam., I did, yes. 

Mr. Bonin. Why is then that most of the talk that we hear about 
raising the interest rate to 414 percent—why is that being pegged at 
41% percent at this time ¢ 

Mr. Granam. The going rate today on good residential loans is 

14 percent. That was the going rate today. Our insurance company 
will make them at 414 percent, make two-third loans, 6624 percent of 
the appraisal. So that is the going rate. 

It has been stated here and it is common knowledge among the finan- 
cial people that the interest rate has been for quite some several weeks 
now the 414-percent rate. [am convinced that there is plenty of money 
available for all sorts of house financing if the interest rate is left to 
find its own level at the moment. 

Mr. Bonin. Then it is your conclusion that if the interest rate is 
raised to 414 percent, additional funds would be ready to flow 
immediately. 

Mr. Granam. That is my opinion. 

Mr. Bontn. You mean then the market would remain just about as 
is at the present time so far as GI loans are concerned. 

Mr. Granam. That would be my opinion, exactly. 

The CHarrmMan. Mr. Prouty ! 

Mr. Provry. If we are getting now around 30,000—— 

The CuarrMan. A month. 

Mr. Proury. A month at present rates, how does a possible demand 
of say 35,000 or somewhere in that vicinity, 35,000 a month, what 
justification is there in increasing the interest rate now as long as we 
can get 30,000 built ? 

Mr. Granam. Well, I hear that these loans are being discounted, 
being sold at a discount at some fantastic figures you hear. How true 
that is, I don’t know. We don't indulge in it. 

Mr. Provury. I wondered if you would mention that. 

Mr. Granam. If that is true, that discount must be coming out of 
property. So, therefore, the buyer is paying for it. Now, let’s just 
convert that into a realistic interest rate and let everything be above- 
board. Let the dealings be on a fair basis. 
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Mr. Provry. You think it would be at 4% percent‘ 

Mr. Granam. I rather think it might be. 

Mr. Bonry. In other words, then, a discount rate is actually bring- 
ing the interest rate up to about 414 percent ¢ 

Mr. Granam. That is what it amounts to in the end. 

Mr. Meapows. What assurance do we have that a corresponding 
reduction would be made in the price of the house by the builder ? He 
is going to get all he can for it on the market; isn’t he? 

Mr. Granam. I presume there are certain builders that do that, 
no doubt. 

Mr. Mrapvows. I can see that there would be a tendency—there is no 
question that there would be a tendency for the amount of the discount 
to come off but I don’t think it would be very positive, I am afraid, 
because you take for instance, in the city of Washington, there are 
certain factors that seem to set the price ot real estate there: It is 
very crowded, and I don’t think that the discontinuance of a discount 
would make one dollar’s difference in the price of a house there. 

Mr. Granam. There are a lot of good builders around the country. 
There are a lot of them in Cleveland that are trying to do a goo 
sound job. 

Mr. Meapows. But they are normally expected to get all they can 
for their houses They shouldn’t have to be eriticized for that. That 
is What they are in business for. 

Mr. (GRAHAM, | d mt s L\ all are. I think they are all trying to sel] 
them ata fair profit. I say not all of them, some of them are trying to 


sell their houses at a fair profit and not gouging the GI, or any other 


Mr. Meapows. I can see that this argument which is advanced that 
if the raise in the interest rate would bring an end to discount practices 
and that the purchaser. in turn. would receive the benefit of a reduction 
in the price of his home positively, that it would be a very compelling 
argument: but we have had testimony this morning from the head of 


the loan guaranty act vity that he is not at all sure that his appraisal 


activitv would be so effective as to assure that. 
Mr. Granmam. That is a matter of dealing with a lot of human 


beings there and how they would react depends on that person, of 


The Cuamman. Your position is that the GI will get not only a 
home but a better home if the interest rate is increased ¢ 

Mr. Granuam. I certainly think he will get his home and I would 
think the downpayments will be reduced if the interest rate is realistic. 
A better home? That is up to the builder, of course. 


The Cramman, If there is more certainty to the program the 


builder can make more and better plans to keep more of his force 
together than he can otherwise ? 

Mr. Granam. That’s right. The present means of handling is, 
these things going on under the table, if they are: I don’t know of 
anybody that’s doing it but I hear there are—then if the thing is 
brought up on the board 

The Cuatrman. Three or four gentlemen have said, “I hear this 
but I am not in any position to confirm it.” 

Mr. Granam. We don’t practice it so I don’t know. 
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The CHarrMAaNn. Where under the law they can get the servicing 
fee, if you want to term it that, up to 5 percent. lt may be that in 
many cases it is that big. 

Mr. GRAHAM. It may be. I have heard loans were discounted and 
sold ~ 82. That isan 18 percent discount. 

The CuarrMan, Thank you very much for giving us the benefit of 
your comments on this. 

I believe we have one other gentleman. 


STATEMENT OF C. P. BRYAN, SECRETARY-TREASURER OF THE 
CUYAHOGA SAVINGS ASSOCIATION AND SECRETARY OF THE 
CUYAHOGA COUNTY SAVINGS AND LOAN LEAGUE 


The CHarrm = Will you state your name and business connection ? 

Mr. Bryan. C. P. Bry: an, secretary-treasurer of the Cuyahoga Sav- 
ings Associ: iat and secretary of the C uyahoga County Savings and 
Loan League. That is our trade association here in Cuyahoga County. 

{ am afraid that much that I have to say will be a repetition of 
what has gone on. 

The CnarrMan. That is a disadvantage to you after the others have 
presented their views. However, I presume you want to at least be 
on record as to what your position is / 

Mr. Bryan. Thank you. It is my belief that an increase in interest 
rate of one-half of 1 percent would effectuate the program here in 
Cuyahoga County and put it on about the same basis as it was during 
the years 1948, 1949, and 1950, when we were all making as many 
GI loans as we possibly could. 

As I have sat here and listened to the veterans ask for 4 percent, 
the 4 percent seems to me to be rather a fetish. They overlook the 
fact that money is a commodity as all things are. Their suit of 
clothes that they have on costs more today than it did in 1945; their 
loaf of bread has gone up from 10 cents a ioaf to 18 cents a loaf. And 
in believing that the rate should stay at 4 percent is the same as asking 
the Government to buy their loaf of bread at 18 cents and sell it to 
them for 10 cents. 

Now, that is definitely a subsidy and if it is the desire of Congress 
to subsidize the veteran to that extent, that is none of my concern; 
but if it is the intention to give the veteran an opportunity to buy 

home at a relatively low downpayment, then I think that the rate 
should be increased to 114, percent. 

We have made a great many GI loans and we are presently financing 
a project and I wish that you would have time to visit before you 
leave. It is the Brentwood preject built by Robert Dvorak, and there 
are about 300 houses under various stages of construction, some of 
them completed. 

Practically every house in that subdivision is financed by a veteran 
loan. It is in the $11,000 to $12,000 class and we are financing them 
with as little as 5 percent down. 

I see no reason why that project couldn’t be duplicated 10 or 20 
or 30 times if there were a demand for those houses and the rate 
were competitive with other investments and with other mortgage 
loans. 

A year and a half ago IT made a very minute analysis of our mort- 
gage-loan portfolio. At that time we had made about $8 million in 
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mortgages, that is, guaranteed mortgages, and I went into a lot of 
detail as to the servicing, the number of delinquencies, and the cause 
for the delinquency. I don’t want to take up your time by reading 
this to you or anything but I thought maybe it would be of some 
interest to you men and I would like to offer it to you. 

The Cuamman. Well, thank you. We will be very happy to have 
it. This project that you speak of which you are currently financing 
has 300 units? 

Mr. Bryan. Yes. 

The Cuarrman. Is that a good financial investment for you? 

Mr. Bryan. We are financing it for two reasons: One is that we 
have been a firm believer in veterans’ homes. You will see from our 
record that we were in it from 1945. We like a veteran’s loan and 
we would like to make them. 

The other is, to be very frank with you, the fact that the builder is 
a contractor of ours that we have financed every house he has ever 
built. 

Combining those two factors we are continuing with this one project. 
Any other GI loan that we make is purely on a public-relations basis. 

The Cuarmman. On this particular project you don’t anticipate 
losing any money ¢ 

Mr. Bryan. No. You see, we are a $22,500,000 company. We have 
$20 million in mortgages and we think that we can trade dollars on a 
portion of that portfolio and that in effect is what we are doing with 
this. 

The Cuarrman. Are these homes sold or will they be sold ? 

Mr. Bryan. Oh, they are sold. I believe Mr. Dvorak sold about one 
a day during the month of February. 

The Cuatrman. Are those being sold from a sample home or—— 

Mr. Bryan. No. He presently has them in various stages of com- 
pletion and I would assume that it would be right to say selling from 
a sample home, yes. 

The CHarmman. Mr. Edmondson ? 

Mr. Epmonpson. I do have a question or two but I would like to 
organize them a little further if you will take the others first. 

The Cuarrman. Mr. Bonin? 

Mr. Bontn. Mr. Bryan, yours is a savings and loan? 

Mr. Bryan. That is correct. Incidentally, about $550 million in 
assets In savings and loans here in Cuyahoga County. 

Mr. Bonty. Does your firm or anyone in your firm engage in the 
insurance business / 

Mr. Bryan. No, si 

Mr. Bonrn. None whatsoever ? 

Mr. Bryan. None whatsoever. 

The CHatrman. Is that all, Mr. Bonin? 

Mr. Bonty. That is all. 

The Cuarrman. Mr. Prouty? 

Mr. Proury. What sort of a service charge do you make? 

Mr. Bryan. Whatever the Veterans’ Administration permits us 
to make. Presently it is 1 percent, less the cost of the credit report, 
and so forth, the same as has hitherto been testified. 

Mr. Provury. Thank you. 

Mr. Epmonpson. These 300 homes that you have, are they being 
built to sell at a uniform figure ? 
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Mr. Bryan. The variance is only in the lot sizes and they will vary 
from, oh, $11,700 to $12,000. 

Mr. Epmonpson. $11,700 to $12,900 ? 

Mr. Bryan. $12,000 I believe it is. 

Mr. Epmonpson. Have some of them already been sold? 

Mr. Bryan. Oh, yes, a good many. 

Mr. EpMonpson. What downpayments have you required on them ? 

Mr. Bryan. The downpayment has been entirely immaterial to us. 
It has been as low as 5 percent. We have screened the applicants 
very carefully as to their capacity to pay and it has made an excellent 
neighborhood out here of which we are proud. 

Mr. Epmonpson. Could you give us an average figure on what the 
downpayment has been ? 

Mr. Bryan. I would say $700. 

Mr. EpMonpson. Averaged about $700? 

Mr. Bryan. Yes. 

Mr. Epmonpson. You haven’t stated your position as yet on the 
direct-loan program. Have you purchased any of the direct loans? 

Mr. Bryan. No, and we wouldn’t. I don’t like direct loans. It 
is direct competition with us, of course. 

Mr. Epmonpson. When they turn around and sell them to you, do 
you still regard it as damaging and hurtful competition, when it is 
sold to a private lending institution after being made? 

Mr. Bryan. I feel as though it is our function to make and originate 
them. Now, I look at it somewhat differently from an insurance com- 
pany or a commercial bank. This is our only investment outside of 
Government bonds and cash which we keep. This is our field and if 
other investments fluctuate up and down a little bit it is of no concern 
tous. Mortgage lending is our business and when Government lends 
directly, it competes with us. 

Mr. Epmonpson. Have you engaged in private loans outside of 
Cuyahoga County or not? 

Mr. Bryan. We will go in a radius of 25 or 30 miles. 

Mr. Eomonpson. Do ° you know of any instances in the 28 counties 
that have been certified for direct loans in this regional office area— 
do you know of instances where the direct-loan program on the scale 
that it has been carried out in this area has resulted in injury or dam- 
age to a savings and loan or banking institution ? 

Mr. Bryan. None whatsoever. I am talking purely on the theory 
of direct lending. As to its practical application so far, I can see 
where nobody has been damaged. 

Mr. Epmonpson. I will restate to you something I have stated this 
morning, presuming a little on the other members. I think every 
member of this committee is in accord with your belief in the principle 
that direct loans should not be carried out except where the private 
lending agencies are not able to meet an urgent need, and if there are 
one where direct loans have been used where there has not been 

sally an actual need for them in a critical housing area, we would like 
to learn about those just as much as we would like to hear from those 

calling for the sponsorship of the direct-loan program. 

Mr. Bryan. I have heard of no instance where anybody has been 
hurt. 

Mr. Epmonpson. Thank you, sir. 
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Mr. Bonrn. Mr. Bryan, of course you are restricted exclusively to 


Mr. 131 N. Yes Wi I], Se) percent ot our port folio has to be in 
u es or less, by statute; 15 percent may be in other mortgages. 

Mr. Bonty. That is al 

Phe Cuarrman. Thank you very much. 

Mr. IepM NDSON. Io. n Vs lf. if the time does permit, I would 


ert lv like to accept that vitation to view that Brentwood proj- 
1 the cou =e OT OUT STAN re, f there 1s time tor it. 
Mr. Bryan. 1] would be vei y happy to take you out if you gave me 


the opportunity. 

The Cuairman. If you will give the gentleman from Oklahoma, 
Mr. Edmondson, the information on it. he will have from 1 o’clock 
tomorrow afternoon unt 5,and Iam quite certain that the committee 
Ce uld work if In. If we ean’ all TO, Mr. Edmondson could perhaps 
make the trip and then report back to us. ; 

Mr. Bryan. Thank yo 

Mr. Epmonpson. I will be glad to do it. 

Phe CHAIRMAN. What other ventlemen are there here who wish to 
state their views 4 


STATEMENT OF B. BILL MURAD, COMMANDER, 13TH DISTRICT, 
DEPARTMENT OF OHIO, THE AMERICAN LEGION 


The Cuarrman. Will you state your name and your association ? 

Mr. Murap. B. Bill Murad, comander, 13th District, Department of 
Ohio, the American Legion. 

First, gentlemen, the American L clon generally is In accord with 


( 
eneral 


the g VA-loan program. ‘They are interested only that the 
: I s : . 

veteran, 1f he is in need of housing, 1s able to go to the proper source 

and under the presen tuat on, with the exception of the direct loan, 


} ] 2 éé ry 
which would be to a bank, he is unable to say, “I need a home. The 
home that I have pi ed that I like is over here on Moshocton Street. 

T } 1 
It costs me so much mo . 1 am working. and here is mv earnings, 


I think that the price of the home with your procedure of payments 


to meet, depe nding on the income, 1s that he gets his home, and ] 
ld iV. genel lly peaking, that 1s the desire of the veteran. 

Phe ce rse oT the la vy | s; been set up now, the f percent for the 
Gil, and although I am not too familiar with the detailed workings, 
you will find now that the opportunity of the veteran is that he is 

ot le to get his 4 per t loan. He is able to go in and combine 
Gil loa with an FHA combination where he pays 11, percent. 


lle does that as of te lay. 

The opportunity for a direct loan is only available in the restricted 
areas where the private lending institutions are not available. That 
of cow we desire fol all veterans where they are not able to get a 
loan. The situation is almost similar in the fact that we have the 
lending institutions but they are not overly anxious, of course, to 
loan it on a perce ntage rate, 

The Cuairman. Then your testimony is along the same lines that 
e have been hearing, that the GI can’t get a loan? 

Mr. Murap. Well, there is one other point. That is correct. That 


1S correct. 
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The Cuarmeman. What area are you speaking for ? 

Mr. Murap. Of course, my authority is my district, the 13th Dis- 
rict, which covers Cuyahoga County, greater Cleveland. 

The Cuamman. The county proper? 

Mr. Murap. That’s correct. 

The Cuarmman. Thank you. 

Mr. Murap. One other point, if you are able to check into it. The 


Ll 
t 


formation that I have received from our service oflicer is that even 
on a direct loan under the procedure that you have set up now, the 
VA takes the paper and sells that paper, which is gocd business. 
There i nothing wrong with that except that there is one point and 
I wish I could answer it completely, and that is the money is loaned 
from this area, the paper is received, and then it is sold and it is 
pre bably sold outside of the area. Therefore, the money leaves the 
area and doesn’t come back, which results generally in a shortage of 
the amount of money supposedly allocated to this area for direct 
loans or whatever area it might be. 

Mr. Mrapows. I am afraid the situation is not quite that happy. 

Mr. Murap. Sir? 

Mr. Mrapows. I am afraid it is not quite that happy a situation all 
the way around. The VA has a great quantity in excess of $200,000,- 
000 of mortgage paper, direct loan mortgage paper, and they have 
only been able to sell a very small amount, and any amount which 
they sell is put back in a general fund and reallocated on the same 
basis as the original allocation, and it goes back into the program. 
But, unfortunately, the Veterans’ Administration has not been able 
to sell enough of this direct loan paper for it to make much difference 


Mr. Bonrn. Mr. Meadows, I believe it is around $8,000,000 that they 
have only been able to sell. 

Mr. Murap. Well, when you figure on an overall program, of 
course, that percentage I presume is low, but some areas, and you 
must agree with that. some areas are probably easier to sell or they 
iave sold more than in another area. 

or instance here, just this point here, we understand that the 
funds rec ntly made available to Cleveland and the Cincinnati re- 
hardly do more than cover the present waiting li st, 
und the present list is very, very, very long. 


I ay lieve that perhaps you are making an as 


Ir. Mrapov But O- 
ciation between the fact that the paper 1s sold and paper that is sold 
might originate from a certain area and those funds that might be 

ed from the sale of that papel is earmarked to come back into 


lis area, which is not true. 

Ir. Mcurap. No,no: I didn't Say itwas. I] say it isn’t. 
Mr. Epmonpson. That is what he is wanting to stop. 
aT 


] 


fr. Murap. It doesn’t come back into the area. It may or it may 


Mr. MEADOWS. The point is that it all goes into a of neral holding. 
The Veterans’ Admini tration attempts to sell from that holding and 
reallor ites anything that is old back on a national basis. Conversely, 
i adown in Houston, Tex.. there were some sold. you would henefit 

rom it here and it would work the other way around for sales in 
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Mr. Murap. That would be all right if the percentage is equal, but 
to offset that, I mean just as I say, Tam giving you this information, 
perhaps it would be better from those who have gone into it much 
deeper and who have a much greater interest in working with it every 
day might find a different answer, but I would say that there was allo- 
cation of a certain sum for this area. Well, that sum should remain 
more or less stable regardless of where the amount or the paper money 
goes. It should be returned in there so that amount would remain 
more or less stable, as I have stated. That would sound to me as good 
business. Then the area would have no complaints over B area or C 
area, et cetera, because their allocations remain the same. That is the 
point I am bringing out. 

The other thing ‘that you might be interested in learning «3 just a 
couple of years ago I made an attempt myself personally to get a GI 
loan on a home, and with the knowledge that in an urban area it is 

rather diffic ult to get a loan, I went out into the smaller areas and I 
want to say to you ‘that without exc eption every small area that I went 
latencies n I say small, I mean cities—there wasn’t at that time one 
that had any money to loan for a GI, and they were all loaned up, 
but the surprising point was, and which I don’t blame them because 
it is good business, they were ready, willing, and able to make a bank 
loan rather than on a GI basis. 

From the banks’ standpoint, I mean, after all they are in business 
for that, but we have a 4 percent loan and if a bank isn’t able to operate 
under the basis of a 4 percent loan and they have enough business to 
take care of themselves and they don’t need that other business, the 
veteran is awaiting the opportunity of housing, then it would have to 
revert back to the law itself to in some way supplement or take over 
the opportunity for him to get his loan, to get his home, under the 
existing provisions of the law, and if the banking institution is not 
able to take care of it then nobody would be hurt. 

The CHarrman. What cities did you go to where you tried to get 
a loan ? 

Mr. Murap. I am just wondering if it would be any reflection. They 
are small and there are only 1 or 2 banks in the town. 

The Cuarrman. No, we would like to know. Was it in this area? 

Mr. Murap. In this area and outside of this area. In other words, 
from here to Akron, work from Akron to Cleveland on a radius and 
you will have your answer. 

The Cuarmman. We had a man who testified this morning that you 
can get it in Buffalo. 

Mr. Murap. Buffalo, =. es 

The Crarman. I just wondered whether you were going in that 
direction. 

Mr. Murap. That is 200 miles from here. I haven’t been that far. 

The Cuarrman. Mr. Edmondson ? 

Mr. Epmonpson. No questions. 

Mr. Cuarrman. Mr. Bonin ? 

Mr. Bontn. No questions. 

The Cuatrman. Mr. Prouty ? 

Mr. Proury. No questions. 
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The Cuarrman. Well, Mr. Commander, we appreciate the interest 
you have taken in this. Weappreciate your coming down and express- 
ing your views. 

We hear from the American Legion quite often before the com- 


mittee and we will hear them again before a final decision is made on 
this. 

Mr. Murap. We want to thank you for the letter that you sent 
granting us the invitation to come down here, and we appreciz ing 


here, and if there is anything that we can do further, let us know. 
Thank you very much. 

The Cuarrman, Thank you. 

I believe that completes the witnesses unless there is someone else. 
If there is, will they please stand ¢ 

Mr. Nearn. I can come back tonight. 

The CHarrMan. Just a moment, please. 

Mr. Epmonpson. It is the planned procedure to hear building con- 
tractors tomorrow. 

The CHarmman. Yes, the building contractors and the realtors 
tomorrow morning from 9 to 1, and this evening the individual GI’s 
will be heard from 7:30 to 10. 


STATEMENT OF JULIUS NEGIN, PRACTICING ATTORNEY 
AND BUILDER 


The CHarrMan. Will you state your full name? 

Mr. Neary. Julius Negin, 316 Engineers Building, Cleveland, Ohio. 

The Cuamman. And your connection ¢ 

Mr. Neary. I am a practicing attorney and have been for over 25 
years, and I am in the building business. 

The Cuamman. Even though tomorrow morning is allocated to the 
builders, since you can’t be here then we will be very happy to hear 
your views how. 

Are GI loans available to you as a builder in this area ? 

Mr. Nein. Yes, if I pay the price. 

The Cuarrman. What do you mean by “if you pay the price”? 

Mr. Necrn. That is exactly what I mean. I have to pay for it in 
order to get it. They are not available under any circumstances unless 
you are willing to pay a bonus. 

I have had money offered to me from various sources, from other 
communities, but they tell me very simply this, that they have to 
discount their paper in order to get rid of it, and unless they are able 
to make a profit they will not give you the loan, the GI loan, unless they 

can at least make a profit themselves on that business. In other words, 

thal they have been doing is buying the paper, processing it here, 
and then going out on the open market, selling it anywhere from 94, 
96, 97, whatever the market will bring. 

We are in a very fortunate position that we do not require any 


construction loans. I represent Darling Builders; I »m secretary 
of the company. We started 4 years + of building 35 ho ses the first 
year. We built 50 to 75 the next yea We are on a schedule of about 


100 houses every year. 











538 INTEREST RATE AND DOWN PAYMENT ON GI LOANS 


Ninety percent of our houses are sold GI. In the 4 years we have 


been opel iting I think we have had 2 c mplamts at the Veterans’ 

Adn stration. and I assure ou that they were promptly tnken care 
Our policy that the best customer we have is a satisfied cus- 
] dit has-been that way 


ye } irona VA pal el, Chey h ive all been 
\ inspected as thev are built. The VA has given 


Ss wi rful ry e, heir appraisers have been excellent with tew 
exceptions. They know their t eSS and on occasion you will get 
( picay ‘ral run their men have been excel- 
nt men who ive Det the field « f appraising and know when the 
oO ( rie and bu It 


t f 1] “ ] "1 } 
Of course, | know a lot of builders in this community have had a 
lot I trouble because the have peen trvil FTO chisel. ana the reason 


ney are trying to chisel, some oy them pa ti ularly, | ky ow some of 


the good one nave had to pecause they unre forced to in order to sell 
] ; ‘ ] 1; ate +] . vt , 
their home to those who are demanding it; thneyv are foreed to pay a 


bonus for their loans. 

Now, I am not going to mention any names or companies and say 
that this particular company did it— 

The Cirarrman. No. We don’t want any names mentioned. 

Mr. Nrein. I can say to you frankly that I can place and I have 
been offered, well, I will say to you, you are from Akron, a project of 
$2 million of homes was offered to me. They asked me to get it for 
them ata3 percent bonus to the builder, 1 percent to the veteran, and 
give me | percent for getting it for them. That’s how badly they are 
in need of those loans. Now, that was offered to me, and I can place 
that instantly if you will give me a bank that will give those loans. 

The Cratrman. Did you give the names of the parties interested in 
that transaction to Mr. Meadows 4 

Mr. Nectrn. No, sir, I did not, and if it isa question 

7 he CHAIRMAN. | would be inte rested. 

Mr. Neoin. If you are personally interested, I can tell you that. 


You place the loans for me, and I will give you $2 million in the city 

of Akron, of good loans by a good builder, with good concerns in back 

of the whole guaranty that those homes will be built and be built 
, ] 

property 


Line (CWATIRMAN Wor id yol repeat again the percentages ? It was 


» perce to whom ¢ 


I 4 , y 11: a ‘ : 
Mr. Neainx. Three pere they are willing to pay. The builder is 
willing to pay 3 percent, the veteran will pay 1 percent, which is per- 
mitted by law, and they are willing to give me 1 percent for getting the 


money for them, which I don’t want. I can’t place it and don’t want 


it. I have told them that’s out of the question. But that is how bad 
the money 1s needed for veteran loans. You mustn’t forget that 
the 


The CuarrMan. Well, now.justa moment. This3 percent of course 
would he in the price of the house ? 

Mr Nex IN. Definitely in the pric , of the house. The consumer is 
pavil 7” eve rvthing in the ultimate ¢ nd. 
The Cuatrmman. So if that is a commo place operation, then the 
veteran would be better off to pay a half-percent more interest ? 


Mr. Neer. Definitely, definitely better off. After all, the exact 
amount that he will pay additional—I have the bible here, as I call it— 





I 
' 
t 
' 
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you take a $10,000 loan; in 20 years it pays $60.60 per month, which 
covers interest and principal only; taxes and the other costs are stand- 
ard anyhow. Now, that same loan, if he were to pay 44% percent he 
would pay $63.27 or $2.67 per month more over a period of 20 years. 
But | can say to you that on a $10,000 home he will buy instantly for 
$9,700 or $9,650 instead of having to pay $10,000 for that home. 

I am in the field, I know what it costs, and I am saying that I will 
still make on that basis the same 9 to 10 percent which we are operating 
under and which we feel that we have to have in order to operate 
fairly and decently and give them an honest home, without chiseling 
and without cheating. 

When I say to you we give them a home, we deliver a 29 by 24 home 
with a crawl space, with a hardwood floor, with Armstrong linoleum 
in his kitchen, his bathroom, and his utility room, with a Moncrief or 
a Bryant heater. Weare at present using a Niagara, which is guaran- 
teed to deliver the heat, and he will never have a heating bill of over 
$10 per month because our 4 years of experience have proved it. We 
give him a home that is painted with cae tere! Williams paint; we 
give him redwood siding; we give him a standard asphalt shingle 
roof: and we give him, where the houses are ee a change in 
elevation. We deliver that home and can deliver it, and we have been 
fighting to keep that home under $10,000, and with the present costs 
ot financing, in order to do it. 1 eannot afford to sell that home and 

e the same profit under $10,300 to $10,500, si 

Now, those are actual figures. I have the books and the records to 
show them. They are open; you can see them, and that’s it. 

The CHAIRMAN. Maybe some of the other members of the com 
mittee W ill want to question you. Mr. ee 

Mr. Epmonpson. This proposition that you are een nere about from 
over in Akron was one that was made to you by a builder and me one 
that a bank or lending institution was a party to in any Way 

Mr. Neatn. This builder is so anxious, he has the land wih ible, he 
has the facilities to produce, he ean produce 300 homes. He has thi 
project, he has everything all set to go; plans, specifications, every- 
thn oj all set but he can’t vet financing. He is ata standstill: his 
crews haven’t been working. 

Mr. Epmonpson. Has he had any approaches from lending insti- 
tutions or banks wanting 5 percent, as was testified ? 

Mr. Nearn. He had one, he told me; they wanted 6 percent. 

Mr. EpMonnson. They wanted 6 percent ? 

Mr. Necin. Six percent from him and one from the veteran. That 
is the best that he was able to get, and he couldn’t afford to do it. 
He said it was just out of the question, he could never get an appraisal 
high enough on his home from the Veterans’ Administration to cover 
that difference. After all, we are limited. You must not forget that 
our homes are appraised by the Veterans’ Administration and sold at 
that figure. 

I haven’t sold a home yet for 1 cent above the appraisal granted by 
the Veterans’ Administration, and we have sold at least 200 homes 
to veterans. So that we are limited by the appraisal, and if $300 of 
that appraisal is to go for financing, that means instead of getting 
$10,000 for the home we are only getting $9,700, and that $9,700 must 
cover our legitimate profit, and it isn’t in the cards. It can’t be done. 
We have to raise the price then. 
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The Cuamman. Mr. Meadows? 

Mr. Meanows. No. 

The Crarrman. Mr. Bonin? 

Mr. Bontn. When did this matter take place? 

Mr. Nearn. Until the middle of last year I was able to get all the 
loans that I wanted and needed by paying 1 percent, the ve terans pay- 
ing 1 percent, and the builder paying 114 percent, which is permitted 
by law for the interim financing or temporary financing. From then 
on for a long time Iwasn’t able to get a loan at any time and then these 
various loans came along at a bonus and I was forced to take them. 

3ut when I started this year, we had 30 homes that were being 
completed and I had no loans, and I had a list of buyers longer than 
your arm, sir, that you could write in single space their names and 
addresses. I had a list of names longer than your arm begging me 
for homes, whose families had previously bought homes from us, and 
yet I wasn’t able to deliver one of those homes because they were 
veteran loans. Finally I had to come to the point where I was squeezed, 
I had to get the homes sold, and I just had to go out on the market 
and shop and pay as little as I possibly could. The homes have all 
been sold. 

The Cuamman. We certainly appreciate your testimony and if you 
will meet with Mr. Meadows and relay this information to him the 
committee will pursue that which they feel will be most constructive 
to correct the situation. And thank you very much. 

Mr. Epmonpson. One further question. Mr. Negin, do you feel 
that an increase in the interest rate in this area to 4144 or 414 would 
meet this problem ? 

Mr. Nrorn. Definitely. I can tell you that every insurance company 
is in the market waiting, ready to throw money in, and I am talking 
about the big ones and I have dealt with all of them, and I am talking 
about New York Life, Metropolitan. You name them all, I have 
dealt with all of them. 

Mr. Epmonpson. Do you think a firm decision and announcement 
that it was going to remain at 414 percent would make any money 
available ¢ 

Mr. Neorn. Four percent ? 

Mr. EpMonpson. Four percent. 

Mr. Necrn. No, sir, because they are going to look elsewhere to make 
it profitable. After all, no man is going to do business if he can’t 
make a living out of it, as we put it. 

Mr. Mreapows. Four and a quarter or four and a half? 

Mr. Nearn. I think it is 414. 

Mr. Mravows. Do you think money will move at 414? 

Mr. Nearn. It might help. If the homes were selling on the market 
as they are now at a discount, after they did it, then you would find 
that they would still be looking for that same little cover up. 

The Cuarrman. Thank you very much, and we are recessed until 
7:30. 

(Whereupon, at 4:30 p. m., the committee recessed until 7:30 
p.m.) 








eae 


INTEREST RATE AND DOWN PAYMENT ON LOANS GUAR- 
ANTEED BY THE VETERANS’ ADMINISTRATION 





FRIDAY, MARCH 20, 1953 


House or REPRESENTATIVES, 
CoMMITTEE ON VETERANS’ AFFAIRS, 
Councm CHampbers, Crry Hatt, 
Cleveland, Ohio. 


EVENING SESSION 


The committee met at 7:25 p. m., Hon. William H. Ayres (chair- 
man) presiding. 

The CuatrMan. The committee will be in order. 

As has previously been announced, this evening we are going to 
listen to the complaints, criticisms, and any ideas that the individual 
veteran may have, 

During the course of the day we have heard from the veterans’ 
organizations, some builders, realtor operators, and lending institu- 
tions. We felt that it was only fair that inasmuch as it is the indi- 
vidual GI who is affected, that you gentlemen would be given oppor- 
tunity to express your views this evening. 

As was announced this morning, it is not the purpose of this com- 
mittee to harass or embarrass anyone. It may be that some of the 
questions the committee members will ask will seem a little pointed 
to you, but I assure you they are seeking information and are in no 
way attempting to embarrass you as an individual. 

This evening it may be that while you are airing your complaints, 
and I can appreciate how disgusted you may be regarding some of 
the things that haven’t been done or have been done to your homes, in 
all fairness, we will not permit the naming of an individual con- 
tractor or an individual lending institution or an individual realtor. 

If you have a complaint that you feel should be rectified, we are 
anxious to hear your complaint, but we cannot in open session permit 
you to point a finger at any individual affected with that and make 
accusations without his being given an opportunity to reply. 

Mr. Oliver Meadows of the staff of the Veterans’ Affairs Committee 
will explain to you briefly what we will want from you in order to 
follow up your complaints at a later date. Mr. Meadows. 

Mr. Meapows. Following your comments here, if you care to, and 
we hope that you will since you have come here, if you care to follow 
up the complaint further, we would like you to prepare a written 
statement of the compl: Lint, and in this statement be sure and include 
your own name, your loan guaranty file number, if possible, the ad- 
dress of the property whic h is involv ed, the name of the builder, the 
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contractor that is involved, the name of the realty company, if any, 
that might have sold it to you, and after getting all of those names 
and dates and facts relating to the transaction itself, then go into the 
complaint me state specifically what you believe is wrong, what you 
have done about it, what your success or lack of success has been, and, 
of course, where possib le the more you can do toward adding perti- 


nent documents, putting ome of correspondence that would show 
the e nature of the case, the better it will be. You can use your own 
judgment and do the best you can with the facilities you have, but 
the more you can do toward presenting a factual documented case 


will certainly be helpful to us. 

Now, I know that you can all appreciate that this committee is 
limited in its resources of investigating each individual complaint. 
We must see them and attempt to evaluate them before we can tell 
what we panke rht be ab le to do to help you. 

Now. these com pl: unts should be mailed to Congressman Ayres in e 
Was! a 

I don’t know whether there is any question about your address. 

(Directed to the chairman.) 


They should go to Congressman Ayres, House of Representatives, 
Was! eton, D. 

The CuarrmMan. Thank vou, Mr. Meadows. 

So you ladies and gentlemen will then know who you are testifying 
to this evening, to my extreme right is Congressman Bonin from 


Pennsylvania. Next to him is Congressman Prouty from Vermont. 
To my left is Congressman Teague of Texas. You have just met Mr. 
Meadows of the staff, and Congressman Edmondson of Oklahoma, 
and IT am Congressman Ayres of Ohio. 

There was one question that came in this afternoon which Mr. 
Hyatt would like to clarify by issuing a statement at this time. Mr. 
Hyatt 

Mr. Hyarr. Mr. Chairman, during the recess of this committee, I 
have been dist eet some of the con itractual problems represented by 
a representative of some of the veterans roe here tonight, and 


th hi 


I have been di scussinge with him a form of contract which his clients 


have signed. 
1 should like to suggest, what I understand is already under con- 
sideration by Congress in a pending bill, that the Veterans’ Admin- 
istration be authorized and directed by law to provide certain mini- . 
mum standard provisions which shall appear in every veteran’s con- 
tract for a home purchase for his protec ‘tion both as to warranting the 
condition of the home and its legal dese ree and penalty or bond- 
ing requirements against failure by the builder or seller to comply ’ . 
with the contract, and for the VA to include enforcement provisions. 
In making that suggestion, I call attention not only to the fact 
that I first learned tonight that there is such pending legislation, but 
the Ame a in Institute of Architects has for a number of years "had 
a standard contract applicable to building construction contracts from 
the architects’ standpoint for the protection of their clients. If that 


is possible in the case of architects, certainly it is not impossible in 
the case of the V A trying to protect its clients. Siaseilnets ans, j 
I am authorized to say by Mr. Bernard Direnfeld of the Joint Vet- i 


erans Commission that he joins with me in this statement. 


ie 
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The Crairman. Thank you, Mr. Hyatt, and thank you, Mr. 
Direnfeld. 

Again, [ want to repeat that our committee is anxious to hear your 
complaints, and although we as a committee do not have the final 
authority to make a decision on your complaint, we will through the 
workings of our committee see that it is brought to the attention of 
the proper authorities and will follow through on the complaint that 
you have. 

Mr. Meadows has asked all of you to list your names who wish to 
testify this evening, and the first name on our list is Mr. William L. 
Bantz who is acting as counsel for a group of veterans. 

Mr. Bantz, I notice that there are six names listed and that you 
perhaps would like them to testify also, is that correct ? 

Mr. Banrrz. That is right. I would like to make some prefacing 
remarks, if I may. 

The Cuarrman. Prior to calling them ? 

Mr. Banrz. Prior to calling them, and then call on them as the 
occasion requires. 

The Cuatrman. If you will, state your full name, please, to the 
committee, and your profession. 


STATEMENT OF WILLIAM L. BANTZ, ATTORNEY, 
BARBERTON, OHIO 


Mr. Banrz. I am Attorney William L. Bantz, 303 Robinson Ave- 
nue, in Barberton. I represent a group of veterans purchasing homes 
at or near the intersection of South Hawkins and Wooster Avenue 
West in the city of Akron. 

They have many and varied complaints, I am sorry to say. None of 
us, as the Congressman has very aptly put it, want to see anyone 
unduly harassed. That isn’t our object here today. As the spokesman 
for these veterans, we merely wish to put forth to this committee some 
of the things that are happening, at least in this one instance, to pur- 
chasers in this project. 

Mr. Mrapows. Is this just one housing project or separate homes 4 

Mr. Banrz. We can only speak of this one housing project. Any- 
= g¢ we might say will be hearsay. The particular contractor in- 

olved is, shall we say, a large operator. His operations extend in 
aan parts of the city of Akron and it is my understanding in other 
parts of the State. 

The group of houses which we are referring to consist of approxi- 
mately 45 houses under 3 or 4 varying floor plans. The prices of the 
houses vary from, I think—I could be mistaken about this—but I 
think they vary from $10,000 to $14,000, in that category. I don’t 
think any of them exceed 15. 

The complaints of these veterans would seem to break themselves 
down into3 or 4categories. Taking them more or less chronologically, 
the first complaint has to do with the contractual relationship with 
the contractor. They were asked to sign not only their sales agree- 
ments, in some cases in blank, but they were also asked to sign other 
papers in blank, in the course of hurrying through this matter to con- 
clusion, and believe me, it is far from being concluded. 

At least one person who is here tonight, one of a very few in the 
project, had what you might consider a normal cmventiats with ref- 
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erence to his contract. his sales contract, and the rest of his financial 
papers, but there are only 1 or 2 in that category. The others have 
been charged what has been termed by the contractor as an “inter- 
val charge.” I use that expression in quotes because it has never been 
satisfactorily explained to any one of these veterans just what 1s meant 
by an interval charge. : 
“In some instances, when pressed for an answer or an accounting, 
they have been told that it was rent. In other instances, the interval 
charge was the interest the contractor was compelled to pay on his 
loan. his contract—I will withdraw that word “contract” and say 
construction loan, until such time as the individual veteran’s loan was 
O. K.’d by the lending institution. Also, it had been said it was to 
pay taxes or reasonable rent, but I wish to point out that in 1 or 2 
instances there has been no extra charge other than the closing costs 
and other than the regular payments under the loan after it has been 
approved and gone to the lending institution and a book issued with 
reference to the mortgage loan. 

Mr. Mreapows. What is the amount of this charge? 

Mr. Banrz. It varied almost to the extent that they are homeowners. 
Some persons were charged $1.50 a day ; some people have been charged 
$1.95 a day; and we have 1 fellow here that hadn’t been charged any, 
but I have at least 3 other fellows—I think there are 3 other fellows 
that have been charged these varying amounts. 

Mr. Meapows. Can you be a little more specific as to just how the 
charge was introduced into the arrangement? Was it a verbal ar- 
rangement ¢ 

Mr. Bantz. Absolutely a verbal arrangement, except for the fact 
that after the veterans had been in the homes varying from 1 to 5 
months, some of them—I can’t make any one statement with reference 
to this so-called interval charge because it doesn’t apply uniformly. 

Mr. Meapows. But it was not mentioned prior to their moving in 
the home; after they had been in there some time, they were asked to 
pay it, is that the idea ? 

Mr. Bantz. That is right. They were billed for it, and then when 
some of them, shall I say, squawked about it, why, in some instances 
it was withdrawn, in other cases it was reduced. There is absolutely 
no rhyme or reason for its existence. 

As I said, there are other ramifications on this interval charge that 
I won't go into at this time, but then a second category of com- 
plaint 

Mr. Tracur. Before you leave that point, is there any kind of 
pressure or any coercion that has forced them to pay this, or does this 
Just seem to be a—— 

Mr. Banrz. I can’t say that they were actually threatened with 
eviction or that their loan wouldn’t go through if they refused to pay 
that particular thing. I might come onto this business of coercion a 
little bit later; but they were billed constantly for these amounts. 

Mr. Teague. Are there any lawsuits pending in these cases? 

Mr. Bantz. No, there aren’t. 

I might explain, I have just been called in as counsel just this last 
week and I haven’t had a great opportunity, except to look over some 
of the affidavits of these fellows and talk with their committee on 2 
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or 3 different occasions. As you may well appreciate, 45 clients is 
pretty hard to go into each individual case in the space of a week. 

Mr. Meapows. We understand that these veterans occupied these 
houses prior to completing the loan ¢ 

Mr. Bantz. Yes, sir. In fact, I think that first occupancy in the 
project stems to as early as July of last year and so do some of these 
complaints. 

Mr. Meapows. But in each instance where the interval charge has 
been made, it is in the case of a veteran who occupied the house before 
actually taking title or ownership to the house ? 

Mr. Banvz. Yes, sir. In some instances the deed has been recorded, 
but they have not received their payment book from the loaning in- 
stitution as yet. I presume that has something to do with it. 

Mr. Meapows. There is no reference made to the interval charge 
either in the sales contract or this deposit slip ? 

Mr. Banvz. Absolutely not. There is no contractual relationship, 
either implied or expressed, between the veteran and the contractor. 

Mr. Epmonpson. May I ask a question on that point? Were these 
interval charges supplementary to interest and principal payments 
against the loan, or were they—— 

Mr. Bantz. May I interrupt in order to clarify what you are 
asking ¢ 

Mr. Epmonpson. Yes. 

Mr. Bantz. When you say interest and principal on the loan, are 
you referring to the individual GI loan ? 

Mr. Epmonpson. Yes, individual GI loan. 

Mr. Banrz. Or veteran’s loan? They were in addition to, abso- 
lutely in addition to the loan. 

Mr. Epmonpson. Then, they were making payments on the loan, 
principal and interest payments also at the same time they were 
making these interval payments or interval charges ? 

Mr. Banrrz. I will try to answer it this way, without showing any 
fractions or anything of that nature: They have been in most in- 
stances making—let’s say that the individual GI loan would amount 
to 72.50 a month, something of that nature. Of that 72.50, he has 
been paying that full amount to the contractor from the time he took 
occupancy of the house. 

Now, when they suddenly received some of these notices that they 
were behind on some of their payments, they were told that, let’s say, 
27.50 of that would have been payment on the GI loan. That amount 
has been confirmed as having been forwarded by the contractor to the 
loaning institution, and if I am not mistaken, under the regulations 
the first year of the GI’s loan is interest free; so that the balance— 
I am not very quick with figures—but the balance between 27.50 and 
72.50 consists of this interval charge until their loan was completed. 
In some instances, it hasn’t been completed yet, you see. 

Mr. Mrapows. Was it the understanding of the veteran the princi- 
pal payment on his loan and the tax payment was not being credited 
to his loan ? 

Mr. Banrz. No, not entirely. The difference between the 27.50 in 
this so-colled interval between the time when they took occupancy and 
the time that the loan was actually approved by the bank, has been 
retained by the contractor. 
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Mr. EpmMonpson. What was the average duration of that time? 

Mr. Bantz. I wouldn’t want to commit myself on this, but I would 
say 3months. The average duration was 21% to 3 months. 

My colleagues say 6 months. It is closer to 6 months. 

This interval charge, as I say, was explained by them as having 
been applied to the interest they have had to pay on their construction 
contract, the taxes they have been having to pay on the lot, and the 
balance on reasonable rent, plus the fact they had been forwarding the 
principal to the loaning institution. 

Mr. Meapows. Are we to understand that the veteran expected to 
occupy this house several months prior to actually taking title and 
live in it free? 

Mr. Banrz. I don’t say that they expected to live in it free. I say 
that they expected to have their contract carried out in accordance 
with its terms and that was reasonable couple date. 

As I have pointed out, some of these homes were occupied last July 
and all of the improvements haven’t been made that were called for 
under the contract and according to spec ifications. 

Mr. Epmonpson. Rather, it was the veterans’ feelings that these 
payments they made should be applied against the contract cost of 
the house ? 

Mr. Bantz. Yes, and that hasn’t been the case. It hasn’t reduced 
the contract price of the house one iota since they have been in there. 
I recognize if they had the understanding that there might be a delay 
of 8 months, and that that was expected by virtue of their contract 
with the builder, that they would probab sly “Well, we want oc- 
cupancy right away and we are willing to pay “for 8 months reasonable 
rent,” but there was no such understanding. The contract was that 
the house would be completed in all respects according to the building 
contract within no later than the fall or the first of the year. Yet, 
that hasn’t been the case. The houses haven't been completed in all 
respects 

Mr. Mrapow 8. When you say the contract, (loes the contract have 
a specific performance date in it, or was that merely the representa- 
tion that was made to the veteran when he was purchasing the house ? 

Mr. Banrz. Many of these have been verbal representations. I 
would have to ask—— 

The Cratrman. Would you care to call some of the gentlemen 
who are directly affected and ask questions regarding the contract? 

Mr. BANTZ. Yes. I just wanted to state one other point in sum- 
marization, and that was, this financial thing is one aspect, and then 
defective workmanship and material is another. 

One of the gentlemen we will e all on will indicate in looking over 
the spees with reference to one of the contracts—to give a specific 
instance, there was 30-pound felt paper called for on the roof, and he 
noticed that that h: id been ch: ingved to a 15- po rind figure, and in ques- 
tioning about that there was a good deal of embarrassment. 

On some of this we are a little bit handicapped because of our ree ently 
having been called into this thing. I have had no opportunity, I shall 
admit, to look over the specs on ‘everyone of these houses. 

The CuHarrman. That was the reason, Mr. Bantz, that we made the 
statement that these charges could not be made by naming the individ- 
ual affected, and that is the reason we are giving you an opportunity 
to file the specific affidavits , 
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Mr. Bantz. I have some with me. 

The Cuatmman. As Mr. Meadows announced, against each case. 

Mr. Banrz. Yes. 

Now, to take another example, are the floors, the floors in the base- 
ment. No matter how thick they are supposed to be, again, I will 
stand corrected on what the specs call for, if 1 am wrong, but there 
isn’t a concrete floor in that whole housing project that we have 
been able to find by taking tests that exceeds 114 inches average de pth, 
and I have represented contractors in the building game at various 
times enough to know that 11% inches isn’t a sufficient floor in a house. 

The CuarrmMan. Pardon me just a moment. I see Mr. Crawford, 
the loan guaranty officer, is in the audience. What is the VA require 
ment on the floor ¢ 

Mr. Crawrorp. Three inches. 

The CHarrMan. Three inches ¢ 

Mr. Crawrorp. Yes. 

The CHarrmMan. Thank you. 

Mr. BANTZ. Incidentally, we have a sample of the conerete from 
one of the houses here this evening. 

I would like now to eall on these individuals. 

Mr. Mrapows. Let ix develop one or two points before you call 
them. Were these houses built under compliance Inspection by the 
Veterans’ Administration. In other words, were the plans and speci- 
fications for this project submitted for approval to the VA prior to 
initiating construction, and were the houses built under construction 
supervision by the VA? 

1 notice these people indicate they have. 

Mr. Marruews. I signed five blueprints they said that had to be 
sent to the VA for approval before I even signed any othe paper. 
Before I gave any other money, that is the first thing I did, was sign 
five b oy prints they had to send to the VA, 

The Cuarrman. Would you please give your name to the young 
lady i 

Mr. Matrruews. Kermit A. Matthews 

Mr. Mrapows. That still doesn’t answer the question. Do you 
know the answer? 

Mr. Banrz. I frankly don’t know the answer to that. I presume 
that at least the face requirements of the cursory inspection of the 
VA have been complied with. There is one thing In Inspecting a house 
and inspecting a house. In other words, the significant—we have no 
critica, please understand, we don’t have criticism of any govern 


ment: | agency. All we Can Say there are examples of W here there 
has been either an FHA or VA inspection ago and in this instance 
I believe that one of these : wencies did the j ispection for the othe 


There ~ some arrangement. 

Mr. Mrapows. That is possible, that the FHA might have done the 
inspection for the VA, but it is very possible, as you will find in 
developing your res ponsibility in this case, as to whether these houses 
were prior approved by the VA and built under construction super 
vision by either FHA and VA or whether they were submitted to the 
V A as existing properties for appraisal. 

Mr. Ban'rz. They may have been FHA appraised and FHA in 


spected right along the line. 
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Mr. Teacur. While they were being built. 

The Cuairman. I think it would probably be better, if you gentle- 
men are going to testify, that you come up here where the committee 
can hear you. 

Mr. Tracue. Will you tell us also in your summarization what has 
happened as far as the Veterans’ Administration is concerned, itself? 

Mr. Bantz. The VA has been very cooperative since I have been 
in this matter. I can only speak from my own contacts with them. 

The CratrMan. Since you have been hired as counsel on this, Mr. 
Bantz, have you gone over any of these complaints with the VA of- 
ficials? 

Mr. Bantz. I have only had the opportunity to talk with Mr. 
Crawford this afternoon, I think that is the gentleman’s name, in 
connection with the VA loan officers here. 

The CuarrMan. That is the gentleman we just called on to answer 
the question regarding the thickness of the concrete. 

Mr. Bantz. He was very cooperative, I must say, in all respects, 
and I have talked with their legal counsel briefly earlier in the week 
on the phone. 

The Cuarrman. Do you have other questions you wanted to ask, Mr. 
Meadows, or would you rather talk to these individuals whose homes 
are affected ? 

Mr. Meapows. I think the complaint with reference to defective 
workmanship is the next thing, Mr. Chairman. 

The Cuarrman. Which of your witnesses, Mr. Bantz, is prepared 
to discuss the defective workmanship ¢ 

Mr. Bantz. I think Mr. Witek, who, incidentally, is more or less 
the chairman of this group among themselves, that is the way it came 
to a head. Their various complaints were taken by the contractor, 
we cannot deny. In fact, this contractor has one man who is employed 
more or less to take complaints but nothing is ever done about them. 
That is our real beef about the whole thing. 

Mr. Mreavows. Has there been an actual refusal by the contractor, 
yr just nothing was done? 

Mr. Bantrz. Nothing done; good promises. 

May I by way of questions develop the direct on this? 

The Cuarrman. It is perfectly all right, Mr. Bantz. 

Will you state your full name and address? 


STATEMENT OF EDWARD J. WITEK, AKRON, OHIO 


Mr. Wrrex. Edward J. Witek, 1398 Hartford Avenue. That is 
Akron, Ohio. 

Mr. Bantz. Mr. Witek, we will try to ask you some of the questions 
with reference to when you bought the house and all the way through, 
so that your experience may be typical, or it may not be. 

When did you first sign a contract for the purchase of your home 
with the contractor ¢ 

Mr. Wirex. That was in October of 1951. 

Mr. Bantz. October 1951 or 1952? 

Mr. Wirex. No; 1951. 

Mr. Banrz. Then how long after that did you take occupancy ? 

Mr. Wirex. In July of 1951. 
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Mr. Banrz. July of 1952¢ 

Mr. Wrrex. ILamsorry. July 1952. 

Mr. Tracue. July 1952? 

Mr. Wrrek. July 1952 

Mr. Meavows. When did you take title to the property ¢ 

Mr. Wrrex. That I can’t answer. My deed was recorded in July 
July 10, in fact. 

Mr. Banrz. Well, then, that would be, I presume, the date on which 
you took title to the premises. 

Mr. Wrrex. However, I received that along with my actual bank- 
book and everything on January the 7th of 1952 

Mr. Epmonpson. 1952 or 1953? 

Mr. Wirrex. 1953. 1am sorry. 

Mr. Banvrz. That is all right. It is understandable that some of 
these fellows are before an audience, for the first time, of this nature. 

Mr. Meapows. But you don’t actually know when you began pay- 
ments, when the house was vours, do you 4 

Mr. Wirex. Might I add, if you give me 2 or 3 minutes, I will just 
go through this as far as this deal went. 

Mr. Banrz. Express it in your own words. 

Mr. Wirex. I purchased this home in October of 1951, and I might 
add along this line that the representative of the company verbally 
promised me and asserted this home would be completed by February 
the Ist of 1952, no later than March the Ist. 

The Cuarrman. Did he try to convince you of that fact in order 
to get you to sign the contract, the purchase agreement ¢ 

Mr. Wrrex. I couldn’t honestly say. 1 might add, I was going to 
have an addition to my family and T was interested in a home, but I 
can’t honestly say he did do that to induce me to buy the home. 

I did move into it in July of 1952, and I might add that that was 
just after staying on the contractor, more or less harassing him all 
the while, trying to get him to complete the home. 

Mr. Treacur. Was there a period of bad weather or shortage of 
material or anything ? 

Mr. Wirrx. Well, that I can’t reasonably say. However, I might 
add that the way this development was developed, it just seemed 
basements were put up and then the rest followed along with it, and 
I know definitely at one time my home stood without being worked 
on for over a month in good weather. 

Mr. Banrz. Were there any other projects of a similar nature 
being constructed by this same contractor in the same city at the same 
time ¢ 

Mr. Wirex. That is a point there. Of course, I am not accurate 
as to this, but I believe there were two others going on at the same 
time and, of course, a lot of times when I questioned him as to this, 
he said they were busy over in another project and we would just 
have to wait until they would get the workmen over into this area. 

Mr. Meapows. Was that in the sales contract, or did you say he 
represented that to you verbally ? 

Mr. Wirex. It was not in the sales contract. 

Then I moved into this home in July of 1952 and I signed the final 
papers, I believe it was around July 10, supposedly. From here on 
in, I had no papers with this construction company. 
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Mr. Meavows. I don’t quite follow this. You signed final papers, 
but yet a moment ago you said you actually took ownership of the 
home in January 1955. 

Mr. Wrrex. That is what I am trying to develop. I signed these 
papers. Now, that is the last I saw of those papers or anything in 
the way of a mortgage or et cetera until January the 7th. ‘Upon. re- 
ceiving them I noted that my deed had been recorded on July 10 
of 1952, and that . all I can say now as far as the papers go, but 
I actually received my papers through the agency which had granted 
my loan. 

Mr. Meavows. You don’t know when you started paying on the 
loan, then 4 

Mr. Witex. Well, the principal I started paying from July. 

Mr. Meapows. You undoubtedly took title in July. 

Mr. Wirexk. | imagine so. It was recorded then. 

Mr. Bantz. I think it isa matter of law when your deed is recorded 
thit when you take eee 

Mr. Wrrek. I paid the principal from July to January, at which 
time I started making interest payme nts—paying interest and taxes 
alol rw th that. 

Mr. Epmonpbson. On this question of recording, was there the 
stan p of the recorder showlng the recordi hg, or just a notation on 
there about recording / 

Mr. Wirek. Stamped. If you care to, I have—— 

Mr. Bantz. I have the actual deed if you gentlemen would like to 
see it 

Mr. Epmonpson. There is no question about actual recording tak- 
We place In July ¢ 


Mr. Wrrex. No, sit 


Well, what would you like me to develop now ? 

Mr. Mrapvows. Now that you took title to the house, you moved 
n the house, what difficulties have you experienced with it, if any? 

Mr. Wrrex. Well, I am speaking now as the chairman for this 


STOUD. 
At the time that we moved into this home, which was in July of 
1952, the repres sentative of the company appeared at rr home and 


supposedly took de wn all our complaints, many of which were never 
aken care of, or it was merely a matter of coming et out there 


and taking say eau: 


As this thing constantly went on and the so-called interval charge 
came up, which we wanted clarification along with the other com- 
pla nts such as grading and what not, we received no satisfaction on 
these things and it just came to the point that we organized this com- 
mittee and signed this complaint which we sent to representative 
Ayres. 

Mr. Mrapows. Can you summarize the nature—I believe you men- 
oned the thin slabs in the basement. Can you summarize generally 
the nature of the defects about which you are compl: uning : 

Mr. Wirex. Well, I will try to go through them as briefly as I 
CAl 

There is the matter of the grading, which explains itself; and then 
there is this interval charge with which we are concerned, and then 
there could be a category of general complaints dealing with the actual 
construction of the home. 


t 


™~ 
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Mr. Mravows. ‘That is what I am interested in particularly. 

Mr. Wirex. If I may, Il would like to cite my own particular « case, 
if you gentlemen would like to see actual pictures of the erading and 
wh: at we consider defects with the home. 

Now, that is notall. That is just a few examples. 

Mr. Banrz. Would it be possible for Mr. Witek to look over your 
shoulder, Congressman Ayres, and tell you what each one of these 
particular photographs represents, if it would help to clarify or be 
helpful to the committee ? 

Would you care to step around 

The Cuarrman. That would be perfectly all right. However, Mr. 
Bantz. the things that will be most beneficial to both Mr. Witek and 
ill of the other veterans who have a complaint will be these aflidavits 
outlining these specific things. 

Mr. BAN rZ. We do have specific aflidavits on each particular com 
plant. 

The Cuarrman. That will be the thine that will be of benefit to us. 

Mr. Epmonpson. If he can state in general terms what these pictures 
show. I think it would suffice for the record. 

Mr. Wrirekx. Now, we have complained about these particular 
os. \oain, taking my own oa case, | moved into the home 
uly 1952. I was present when this particular incident occurred : 
They were sanding the floors, ahi hardwood floors—as I say, I had 
to constantly concern myself with the contractor in order to get in 


4] ey | ] ] ly if . l 
this home—and thev had already put up your woodwork or your | 


DAaSe- 


thine 
In J 


board along W ith the molding. The sal der came in there al d sanded 
hat he had just 

raped up against that woodwork, which was already painted, and 
just scratched it. 

I complained about that to this construction company and, inci 
dentally, the FHA inspector noted that and nothing was ever done 
on it. He told me I would have to repaint it my self, 

Mr. Banrz. What about the condition of the plaster in your home, 
particularly with reference to that in the kitchen ¢ 

Mr. Wirekx. Well, it is exceedingly rough, very rough. 

Mr. Banrz. What about the surface condition of your basement 
floor, not with respect to its depth or anything, or thickness, but what 
about the surface? How does that appear ? 

Mr. Wirek. Well, right now I am experiencing cracks which are 
constantly enlarging in width, plus the fact IT am now getting what 
you might call pit holes, which, upon consulting with other members 
in the community, in one particular case, the FHA made this con- 
tractor get in there and drill all these so-called pit holes out, put new 
cement and repaint the floor. 

Mr. Banrz. What is the condition of the sidewalks and grading 
with reference to surrounding your house ? 

Mr. Wrrex. I think the pictures will explain that. 

Mr. Bantz. Well, what are they? You might explain briefly. 

The CHarrman. Mr. Witek, the reason for your explanation is 
that there won’t be any pictures in the record. 

Mr. Teacur. Also tell us when these pictures were made. 

Mr. WITEK. These pictures were made Wednesday night and yes 
terday. 


those floors, and there is a prett re in there showing t 
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Mr. Banrz. Of this week ¢ 

Mr. Wrrex. Of this week. 

Mr. Tracur. All of these pictures were made this last week ? 

Mr. Wirex. Yes. 

Mr. Mrapows. Has all the construction been completed in the sub- 
division’ All occupancy ¢ 

Mr. Banrz. Yes. 

Mr. Wrrex. A few homes aren’t ocupied as yet. 

Mr. Banrz. The photographer of those pictures is one of the home- 
owners. He is here present this evening. Mr. Matthews is his name. 

Mr. Teacur. For example, there is a picture of a pile of gravel and 
rock on the corner of the street. Has that been laying there for a 
year ¢ 

Mr. Wirex. That is on the corner of my home. That has been lying 
there ever since they put these particular streets in, which are paved, 
since approximately October of 1951. 

Mr. Banrz. Incidentally, is it true or is it not true that your house 
is on the corner of two paved streets ? 

Mr. Wirex. It is not directly on the corner. It is the second home 
from the corner of 1 of the 2 paved streets. 

Mr. Banrz. But is it not true that those are the only two paved 
streets in the whole project ? 

Mr. Wirex. Yes, although I must add the contractor did promise 
to get those done. However, when he promised to get them done and 
when he is going to get them done is a matter of concern there, as you 
can see, 

Mr. Banrz. Was it the knowledge of the contractor you were the 
chairman of this committee of complaints ? 

Mr. Wirex. Not that I know of. 

Mr. Bantz. You don’t know whether he knew that or not? 

Mr. Wirex. No, sir. 

Mr. Banrz. Well, what is the truth with respect to a recent stoop 
that was put on the back of your house, concrete stoop? How recent 
was that ¢ 

Mr. Wrrex. Well, that was done Monday of this week. 

Mr. Banrz. How long had you complained about the sidewalks 
around your house ¢ 

Mr. Wrrek. Just the stoop in the back I had complained of ever 
since I had moved into my home. 

Mr. Meapows. Did you ever go to the VA with your complaints? 

Mr. Wrrex. I was down to see them on the interval charges and I 
wrote a recent letter to the FHA for another inspection on my home 
and I signed a general complaint to the FHA and to the VA and one 
to Re presenti ative Ayres. 

Mr. Meavows. That has been quite recently, I assume ? 

Mr. Wirex. The complaint to Representative Ayres was January 

+, I believe. 

Mr. Mrapows. And you wrote to the VA about that same time? 

Mr. Wrrex. We sent 7 complaints to 7 different sources along with 
the letter that we sent to Representative Ayres. 

Mr. Mrapows. Have you heard from FHA or VA on your com- 
plaints / 

Mr. Wrrex. No, sir. 





INTEREST RATE AND DOWN PAYMENT ON GI LOANS 553 


I might add that people in the neighborhood are now receiving—it 
might be, shall I s say, an acknowledgement or receipt of such corres- 
ponde mee by the fact they are sending the papers that another FHA 
anes tion will be panes to their homes. 

Mr. Banrz. Did you receive a bill for an interval charge on your 
home ? 

Mr. Wirex. Yes, I did, and here is the actual case. 

I might add that you asked Mr. Bantz before if any pressure were 
brought to bear on us. I don’t know if you would call it pressure or 
not, but in the last statement on interval charges they were going to 
send this to the—‘We will be forced to turn this over to the credit 
bureau for collection.’ 

Mr. Epmonvson. When did the interval charge first come to your 
attention and over what period did they make interval charges? 

Mr. Wrrex. If you will permit me, I will go right through this, sir. 

At the time I purchased my home and signed these so-called final 
papers, I was told that I would have to pay $1.50 a day rent on my 
home in addition to principal, and that is all that was said. When I 
went in during the latter part of July of 1951, I made principal pay- 
ments for July of 1951 and August of 1951. 

Mr. Epmonpson. That would be 1952 now, wouldn’t it? 

Mr. Wirek. This is 1951,sir. 1952. Iamsorry. At which time a 
representative of the company notified me that I would not have to 
pay rent and I questioned him and I said, “You mean all I have to 
pay is this $30 principal, approximately $30 principal a month?” And 
he said, “That is correct. 

He said, “You will not have to make any payment of rent or any- 
thing because your streets aren’t in, your driveway isn’t in, and your 
home hasn’t had FHA i inspection as of yet. You will only have to pay 
this $30 principal charge”; and I said, “Gee, that is fine. You mean I 
am going to live in that home for $30 a month®” 

He said, “That is all we can charge you. ” 

So I said, “That is fine.’ 

Then, these are actual statements from this construction outfit. In 
September—rather, this is billed September, I received a bill for 
principal payments for September and October of 1952. Then, in 
December I received a bill for the November principal payment and 
the December principal payment of 1952. Included in the bill was 
this interval charge for August, September, and October of 1952. 

Mr. Tracuer. Which amounted to how much ? 

Mr. Wirex. Which amounted to approximately $46 a month. Also 
included was the interval charge for November and December of 1952. 

Mr. Banrz. How much were the vy ? 

Mr. Wrrex. That amounted to $74.86. 

Mr. Banrz. For each month ? 

Mr. Wrrex. That included the principal and this interval charge. 

Then on February 7, 1953, that is the date of these statements, I re- 
ceived this bill which now included the July interval charge for 1952, 
plus the August, September, and October interval charge, the principal 
payments for November, December, and January, which I had not 
paid because I questioned this statement, along with the interval 
charge for those respective months. 

Mr. Tracue. Have you paid any of this? 
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Mr. Wrrek. I have only paid the principal. The interval charge I 
.. and J-—— 

The Carman. While they are checking that over, Mr. Witek, 
your contract here is i the 13th day of October 1951? 

Mr. Wirexk. Yes, si 

The CHarrMan, Is this the only thing you have in writing from 
the contractor ¢ 

Mr. Wirex. Yes, sir. 

The CHairman. And anything that isn’t stated on here, as to what 
you were to get or what your delivery date was to be, was all verbal ? 

Mr. Wirrk. Yes, sir. 

The CHarrmMan. This is one of the things we are getting to, this 
doesn’t enter in to yo ur pr blem partic ularly, but your te stimony would 
certainly help us, do you think it would be advisable or would vou— 
I will put it this way: Would it help protect you if there had been a 
uniform VA contract for a purchase that would have protected you 

lot of these things instead of having a mimeogr iphed sheet? It 
seems rather odd that a re putab lee ‘ompany would have such a contract 
when almost $12,000 was involved. 

Would not a lot of this misunderstanding have been prevented if 
ey rythi 9 had been included in your contract, that you were to get / 

Mr. Wirex. Yes, sit 

Mr. Bantz. Mr. Ayres, may I say that many of these veterans 
have expressed the desire to know exactly what they had coming in 
their contract. They have said, “We don’t know what the specs call 
for, for our house. We would like to know if that is to be part of our 
contract. We would like to know if we are supposed to have 3-inch 
concrete floor or whether we are supposed to have oO! e.”? We don’t 
want to make any complaints which are not well founded, and I would 
certainly say that these fellows are unanimously in agreement with you 
that some uniform treatment should be made with respect to a contract 
form. 

The CHairman. Well, the point I can see where he got involved 
there, here you have an expenditure of nearly $12,000 written in 

vencil which isn’t indelible. 

Mr. Banrz. Absolutely. 

The Cuamman. Whenever you are spending that much money, it 
seems as though it would be only common sense to be a little more par- 
ticular as to what you were going to get and when you were going to 
vet it. 

Mr. IS DMONDSON. Is this development within the city limit of Akron ? 

Mr. Banrz. It is. 

Mr. Epmonpson. Was there any city inspection of any kind of the 
building ? 

Mr. Wirex. I imagine there were the usual city building inspections 
as far as the electrical and plumbing. 

Mr. Epmonpson. Do you know that those were made ? 

Mr. Wirrx. They had signs on the home that they were, and they 
were sti imped by the e ity ot on 

Mr. Proury. You had no specification of any kind other than this 
contract 4 

Mr. Wirekx. No, sir. The specifications that I signed were blank, 
and I questioned that. I said, “Why should I put my signature on 


the specification when it is blank ?” 
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They said, “That is in order to speed up your loan.” 

Mr. Proury. This was to be a duplicate of some model house that 
this builder had erected ¢ 

Mr. Wrrex. Well, now, my case is a little different. I purchased 
one of the few smaller homes that he built in the development. The 
rest are all larger, but it was supposed to be a representative model 
home. 

‘The CuairmaAn. Well, I think, Mr. Bantz. I don’t want to hold vou 
up, this places me, as you can well appreciate, with my colleagues in 





somewhat of an embarrassing position to find this going on in my 
home town. However, I will assure you that had I known it was there 
prior to accepting the chairmanship of this subcommittee, it would 
not have prevented me from taking the chairmanship. Since it 1s 
possible for me to investigate these claims personally, with the per- 
mission of the committee—and we operate as a committee. ‘This is 
not any individual decision—with the permission of the committee, if 
we can review the affidavits when they are sent to the office in Washing- 
ton, we can go over them, and with your permission | would take it 
on myself to investigate the charges personally, if that meets with the 
approval of the committee, 

1 don’t think it would be hecessary to go into all of these details. I 
will take it on myself just as soon as I receive the affidavits to do so, 
and I think you gentlemen, knowing my familiarity with the con- 


struction field, I will be as honest in my appraisals and my recommen- 
dations as | can be, and we will follow through. 

Mr. Banrz. Would it be possible, may we have just perhaps 5 min- 
utes more of your time, gentlemen’ You have been very kind to us 
thisevening. We would like to show you a san pl 


The CuatrmMan. You aren’t going to start throwing rocks at us? 


Mr. BANT=z. No: we won't, unless we don’t vet some action on this. 

Mr. Tracur. I havea picture here that shows a hole in the concrete 
floor, obviously, with a ruler there. It looks like it is about an incl 
foor, obviously. With a ruler there t looks like 1f 1S about an inch 
and one-half or 2 inches thick. Was there one check or were there a 


number of checks made? 
Mr. Wrrex. That was in one particular basement. 
Mr. BAN 'Z. Z nere h ive been a nu iber ol ample | orings, hows ver. 
The CHatrMAn. M i\ Task a question on this point ¢ Isthis an a 
actual piece of flooring ? 
Mr. Banrz. This is a cross section of the flooring of one of the—lI 


wonder if the oe ntleman iS nere this evening. It is hi floor. He 
sacrificed his floor. 
You will notice that it uniform. This darker material on the 


bottom and what looks like real concrete ext nds perhaps an inch 
down. 

‘J he CHAIRMAN You mean, Mr. Bantz. it varies from the thickness 
you have in your left hand of about 3 inches or better down to what 
you have in your right hand ¢ 

Mr. Bantrz. Yes. 

The Cuatrman. Of an inch? 

Mr. Bantz. Yes. 

We have tried to be perfectly honest about this to show you the 
variances. 

Mr. Proury. Were these taken from the center of the floor, these 
samples ? 
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fr. Banrz. Yes: they were taken from the center of the floor. 

I don’t believe there is a concrete floor in that whole project that 
doesn’t have radical cracks varying from perhaps a thirty-second to 
a quarter of an inch, running from the furnaces out to the edges. 

The ‘re are other complaints that we don’t want to take your time 
on, but are just as numerous and just as flagrant. 

The CHarrman. Inasmuch as the committee has agreed here to 
assign me to check into this, I will do so just as soon as I receive the 
affidavits with the information that Mr. Meadows has requested. If 
you are not clear on the information, Mr. Meadows will be glad to 
meet with you after we adjourn here this evening. 

Mr. Banrz. We will be happy to do that, and I want to thank each 
and every member of the committee for giving us this opportunity. 

Mr. Epmonpson. I would like to ask one further question, Mr. 
Witek. Do you have any paper at all, of any kind or character signed 
by the seller ? 

Mr. Wrrex. Just that, sir. 

Mr. Epmonpson. This paper, if I read it correctly, is not signed by 
anybody but by you and your wife. 

Mr ‘ W ITEK. Do you mean o1 itside of my : actual 

Mr. Bontn. Weare referring tothe contr: nek: 

Mr. WirreK. No, sir. 

Mr. Banrz. That is istebee paper with reference 

Mr. Epmonpson. That is all you have ? 

Mr. Banrz. He committed himse lf to buy that house on that piece 
of paper and without the contractor’s signature on it. He signed it, 
in other words, when it was blank. It was a blank assignment. That 
is typical. 

Mr. Provry. Is that true in these other cases ? 

Mr. Bantrz. That is true in other cases as well. 

Mr. Bonry. The contract specifically states that the seller will 
accept that contract after it is executed by the purchaser. I notice 
that it isn’t signed by the contractor. 

The Cuarrman. There is one thing I want to get, Mr. Bonin. 

Mr. Witek, you havea VA loan ? 

Mr. Wirex. Yes, sir. 

The Cuatrman. Not an FHA loan? 

Mr. Wirrx. I havea VA loan. 

The Cuamman. Thank you very much, Mr. Bantz. Thank you, 
Mr. Witek, and I shall expect the affidavits, then. 

Mr. Banrz. We will be glad to present them. 

The Cuarmman. Now, Mr. Crawford, could you come to the chair 
fora or please ? 

Mr. Crawford, will you tell the committee your name and connec- 
tion w th the Veterans’ Administration ? 

Mr. Crawrorp. William F. Crawford, loan guaranty officer of the 
Cleveland regional office of the Veterans’ Administration. 

The Cuarrman. I want to thank you, Mr. Crawford, for being as 
cooperative as you are and giving up your evening to come down 
here, but Iam glad you are here. 

You heard the testimony by Mr. Bantz, who is counsel for this 
group of veterans. Can you tell the committee how work of that 
type, floors of that thickness, could be approved by the VA inspector? 
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Mr. Crawrorp. In this particular case I don’t think they were, sir. 
I think it was approved by another governmental agency, but it could 
only be approved by the inspectors because the inspectors weren’t on 
the job, whether we did it or whoever did it. 

The CuatrMan. I know this perhaps is a little out of your jurisdic- 
tion to go where another governmental-agency, in this case the FHA, 
inspector inspected the jobs. ' 

Mr. Crawrorp. They did in this particular group, as I understand 
It. 

The Cuamman. I would like to ask if it is at all possible if you 
could send your regular VA inspectors into this allotment and have 
them send a report to me as to what they think of the situation, even 
before we get the affidavits in? Would that be possible ¢ 

Mr. Crawrorp. Yes, sir. 

The CHarrMan. And possibly that could be done this next week? 

Mr. Crawrorp. We can get somebody down there; yes, sir. 

The Cuarmman. And you are familiar with where the project is 
located ¢ 

Mr. Crawrorp. Yes. We have a copy of the complaint. 

The Cuarrman. When you received that complaint, since your in- 
spector had not made the inspection, what was the procedure for you 
to follow ? 

Mr. Crawrorp. We sent it directly to the other agency who had 
made the inspection. 

The Cuarkman. But under the present operation, you accept the 
inspection of the FHA ? 

Mr. Crawrorp. That is right, sir, under our regulations. 

The CuHarrmMan. But you are not bound to assume any responsibility 
for the FHA inspection in case they are mistaken on it? 

Mr. Crawrorp. No; not if we have never even seen the project 
during the process of construction. 

The CuatrmMan. That seems only fair. 

I appreciate your offer to send the inspector in there, and I will 
expect the report. 

Mr. Crawrorp. All right, sit 

The Cuatrrman. Thank you, Mr. Crawford. 

Mr. Epmonpson. Mr. Chairman. 

The CHatrmMan. Yes, Mr. Edmondson. 

Mr. Epmonpson. Will that report also cover the financial records of 
the VA en this particular transaction to show whether those payments 
that were made by the veterans were credited in whole or in part 
against the loan? 

The CuatrMan. No, Mr. Edmondson. I would rather not get that 
done until I get the affidavits with the specific information on each one, 
but the inspector from a construction point of view can go into the 
project now and give us the advance information from just what he 

can see with his visual e ye and what he knows about construction. 

_Mr. Bantz. Mr. Chairman. 

The CHarrMan. Yes, Mr. Bantz. 

Mr. Bantz. At the danger of running this evening over because 
of our enthusiasm in this matter, may I interject here that an FHA 
inspector, when we objected the second or third time on this thing, 
did come back on the job after some of these houses had been approved 
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originally, and we made a request for an additional inspection, they 
did come back and they found faults and some of those faults have 
been taken care of, but there are so many of them that still have not 
been taken care of by the contractor. 

The CuatrmMan. The ones that have been taken care of, they will 
not be in issue. 

Mr. Banrz. We will eliminate those from our request. 

The Cuatmman, It is those that are there now, that you people 
can point out to the VA inspector who comes to call at your house. 

Mr. Banrz. That is only true in 1 or 2 eases out of 40 or 45. 

The Cuatrman. We have a group here from Sandusky who want 
to cliscuss a direct-loan program. 

Is there a spokesman for this group including Messrs. Fritz, Daven- 
port, McCoy, O'Malley ? 
Mr. O’Matuey. I am broker in the deal. Is that all right ? 
The CHAIRMAN, Would you please come to the chair? 


STATEMENT OF LUKE O’MALLEY, SANDUSKY, OHIO 


Mr. O’Matiry. Luke O'Malley, 501 Central Avenue, Sandusky. 

I mailed you a letter covering this. I don’t know if you received 
m : 

The CuatrmMan. Yes, Mr. O'Malley. 

Mr. O'Mattey. This is a copy of it. 

The Cuamman. Well, we have that copy in our file. Is there any 
other comment you want to add other than what is in the letter? 

Mr. O’Matiey. Well, I brought four of the purchasers. There is a 
list here of 12 sales dating back to July 1952, that is when the con- 
tracts were made. The appraisals were made within 30 days. Three 
out of these 12 have been approved for a loan, so the whole thing 
boils down to this: The appropriation has half a million dollars 
every 3} months. The average loan is $7,000, and it means 70 loans 
over a period of 3 months. 

The CHatrMan. At the present time there are 24 applications pend- 
ing in the VA office, direct-loan applications for Sandusky County. 

Mr. O’Matuey. It is possible. 

The Cuarmman. And those are loan applications that have been 
received, where applications have actually not been furnished because 
of the lack of funds. 

Mr. O’Matiey. That is right. What we are trying to do is either 
get the interest raised or appropriate more money so these fellows 
can buy something. 

I believe the Cleveland office covers 27 counties so that is an average 
of 1 loan per county per month under the ap propri: ation. 

The Cuarrman. In other words, your position is that the appropri- 
ation for the money to be placed in the revolving direct-loan fund 
should either be increased or the lending institutions should—— 

Mr. O’Matiry. Of course, they are not interested in 4-percent 
money, so it is still not good as far as the number of loans that can be 
granted. 

It isn’t the fault of the Cleveland office. They don’t have the money 
to lend. 
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The Cuatrman. We thank you for stating your position, Mr. 
O'Malley, and that is the purpose of this committee. We will make 
a recommendation. 

Mr. O’Mattry. The only thing is, there is a half million dollars 
every 90 days for 25 to 27 counties on an average of $7,000 a loan 
which amounts to 71 loans every 90 days for 27 counties. 

The Cuairman. And the veteran in Sandusky County is just as in- 
terested in eetting a home as the veteran in Cuyahoga County and 
every other county in the United States. 

Mr. O’Mattey. That is right. 

One fellow is paying $108 a month rent, with three children. Well, 
he has been waiting for his loan since July of 1952. 

The Cnarrman. Is he in the audience / 

Mr. O’Mattery. Yes, sir. 

The Cuatrman. Would you care to call him? 


STATEMENT OF MILES C. FRITZ, A VETERAN, SANDUSKY, OHIO 
The CHairman. Would you state your name, please, and address 


to the committee ? 
Mr. Fritz. My name is Miles C. Fritz. 


Maybe some of my buddies out in the audience will tell me to go see 
the chaplain about that remark about the $108. That is kind of rough, 
] know, but ] have two children al d the situation in Sandusky right 
now on housing is pitiful. Itis shameful. There just isn’t any place 
to live. 


The Coamman. You are a World War II veteran ? 

Mr. Frrrz. Yes, sir. 

The Cuatrrman. How long have you served ‘ 

Mr. Frrrz. A year and one-half. 

The Cuarrmman. You have two children / 

Mr. Frrrz. Two children, yes, sir. 

The Cuamman. How old are they ? 

Mr. Frirz. One, my daugliter, is 12 years old, and I have a son almost 
a year old. 

The Cnatrrman. And you make $108 a week? 

Mr. Frirz. No. I pay $108 a month in rent. The place that I live 
in, it is a seasonal cottage and my rent is due to jump up again April 
the 15th, during the summer season. 

The Cuatmrman. You needn’t answer this if you don’t care to: If 
you can pay $108 a month rent, what would you consider you would 
be able to pay as a monthly payment on a home? 

Mr. Frrrz. Easily $100. ° 

The CuamrmMan. Here, again, you don’t have to answer this: What 
is your net income per month ¢ 

Mr. Frirz. My net income per month is about $560. 

The Cramman. Then, you would definitely qualify for a loan. 

Mr. Frirz. As far as I know, I have qualified. 

Now, as Mr. O’Malley said, I made my original application in 
July of 1952. I heard no more from the VA until February 12, at 
which time they asked me to resubmit my discharge and pertinent in- 
formation, which I did: and as far as I know, the thing has been 
approved. I mean, I have never been informed I wasn't. 
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The Cuatrman. If you can get a loan for a new home, will you 
be willing to pay 414 percent interest on the loan ¢ 

Mr. Frirz. Yes, sir. 

The CuatrrmMan. We appreciate your testimony in bringing out your 
particular situation because I am of the opinion that perhaps hun- 
dreds of thousands of veterans throughout the country are in the 
same plight that you are, and the answer to that problem is what our 
committee is trying to ——- sh. 

Mr. Frrvz. Well, as far as I know, sir, I have had full cooperation 
from the veterans’ office here in Cleveland. 1 have no complaint other 
than the time element. 

The Cuarrman. Well, it isn’t their fault. They just don’t have the 
money. 

Mr. Frrrz. I recognize that. 

The Cuairman. General Gray promised me, as members of the 
committee can confirm, about 6 weeks ago, if you will recall, Mr. 
Teague, when Mr. Secrest from Ohio and myself questioned him, and 
he said there would be more money for direct loans coming into Ohio, 
but it has yet to come, but we shal] call it to his attention again. 

Mr. Epmonpson. I would like to interject here at this ‘point that 
Mr. Secrest and Mr. Ayres both presented in very graphic terms the 
problem on the shortage of direct loan fund money in Ohio, and 
General Gray, in my hearing, stated that within 48 hours there would 
be some remedy for the situation, so that your Congressmen, Secrest 
and Ayres, too, have both definitely been making efforts with the 
head of the VA to get something done about the problem. I can 
testify for them on that point. 

Mr. Frirz. Well, I would like to add one more point, if I may. 

We figure there are 8,836 homes in Sandusky. Right now, the plant 
where I work employs pretty close to 2,800 people, and a lot of them 
are from out of town for the simple reason they can’t find living places 
in town. 

Out of our 8,836 homes in Sandusky, we have pretty close to 2,500 
veterans out of Sandusky, and I know there is a waiting list from 
Sandusky, so anything that can be done will be sincerely appreciated, 
believe me. 

The Cuarrman. Thank you. 

Mr. Bonin. Mr. Chairman. 

The Cuamman. Yes, Mr. Bonin. 

Mr. Bonin. Mr. Fritz, we are operating here as a subcommittee and 
it will be necessary for us to enlighten the entire committee when we 
return to Washington. 

I was just curious to note now, would it not be from a financial 
viewpoint, as far as you are concerned, just as advisable to get a con- 
ventional loan ? 

Mr, Frrrz. Well, let me state here that I have certainly made all the 
friendly overtures to the banking institutions in Sandusky, and it 
just isn’t anything. 

Mr. Epmonson. I would be interested in knowing what they in- 
formed you in Sandusky you would coe is have in the way of a 
downpayment to obtain a conventional loan from them or any other 
type of loan from them. 

Mr. Frrrz. Our banking institutions in Sandusky, in my opinion, 
are more or less run by a group of guys who have been around for a 
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long time, and if you are turned down at one bank you might just as 
well not go to the next one because before you even get there, that is it. 
I can state that from my own experience. 

Mr. Epmonson. I would still be interested in knowing whether they 
stated to you any down payment requirements that would be necessary. 

Mr. Frrrz. Well, this one particular individual—— 

Mr. Epmonpson. You need not name any names. We are not after 
that. 

Mr. Frirz. I won’t name any names. Stated at the time I was 
interested in a house that went somewhere around $13,000, told me I 
would have to have a minimum downpayment of $4,800, which I 
didn’t have and don’t have. 

Mr. Epmonpson. That answers the question. Thank you. 

Mr. Bonrn. That is the reason, then, that you are interested in this 
GI loan? 

Mr. F rrrz. Yes, sir. 

Mr. Bontn. And, secondly, the down payment would be much less? 

Mr. Frrrz. Yes, sir. 

Mr. Bontn. And in addition to that, you are not interested because 
you are expecting that perhaps your loan may be approved ? 

Mr. Fritz. Iam hoping. Let’s put it that way. 

The Cuatrman. Thank you, Mr. Fritz. 

Is Mr. Weatherspoon in the audience? 

Mrs. Weatherspoon ? 

Mrs. Burorp. No. I am Mrs. Buford, the broker, and I wish to 
speak for Mr. Weatherspoon. 


STATEMENT OF MRS. A. M. BUFORD, BROKER FOR ADKINS 
WEATHERSPOON, CLEVELAND, OHIO 


The Cuatrman. Would you please state your name and your con- 
nection to the committee ? 

Mrs. Burorp. I am Mrs. A. M. Buford, and I am the broker for 
Mr. Adkins Weatherspoon. 

The Cuarrman. What is your complaint? 

Mrs. Burorp. Well, our case is this—— 

Mr. EpmMonpson. Where is she from? 

Mrs. Burorp. Cleveland. 

Mr. Bontn. Speak up. 

Mrs. Burorp. Yes. 

Mr. Epmonpson. Have you a street address / 

Mrs. Burorp. I beg your pardon? 

Mr. Epmonpson. The street address of your—— 

Mrs. Burorp. The house? 

Mr. Epmonpson. Yours. 

Mrs. Burorp. 10820 Superior. 

The Cuamman. You may proceed. 

Mrs. Burorp. Well, before we proceeded to request a loan, we went 
to the bank to find out what were the terms on which Mr. Weather- 
spoon could obtain a veterans’ loan. We were told he was required 
to have one-fourth downpayment, and that the loan must not exceed 
21% times his gross annual income. 


~ 
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The house was $14,500. They gave us pe rmission to go directly to 
the VA to get an appraisal, which we did. The house was approved 
for $14,500. 

Mr. Tracue. One-fourth downpayment ? 

Mrs. Burorp. One-fourth downpayment. 

Mr. Meapows. What were those two figures, again? The first one 
was $14,900 ¢ 

Mrs. Burorp. Fourteen thousand five-hundred. 

Mr. Meavows. The appraisal met the sales price? 

Mrs. Burorp. That is right. 

The one-fourth of $14,500 would be $3.625. Mr. Weatherspoon has 
paid in $3,705. The loan which we requested is $10,500—$10,800. I 
ain Sorry. 

T he bank approved the loan. Th ie y approved Mr. We: atherspoon’ Ss 
credit. and I have before me the bank’s escrow receipt, but we were 
informed tod: ay that Mr. Weathe rspoon doesn’t make enough money 
to justify his monthly payments. The house that he is buying is a 
2-family, 7-7, 1 side of which he intends to occupy, the other which 
ae an allowable rental of $75 a month. 

With the $4,500 gross eo income, plus $95 per month for the 
rental of one-half of the house, he was refused a loan, saying that he 
didn’t make enot oh money to meet the mon ithly paymen ts. 

Mr. Mreapows. He was refused it by whom ? 

Mrs. Burorp. The VA. 

Mr. Meapvows. They refused to approve his credit rating? 

Mrs. Burorp. I believe they call that the prior approval that was 
denied today, on those OTal unds. 

Mr. Meapows. Do you know whether they, in their calculations, will 
accept the $75 a month expected income as part—— 

Mrs. Burorp. Yes, they do. We asked about that before we had 
gone too far with making an application for the loan. 

Mr. Epmonpson. What did you say was the figure now that they 
required on the price, that it must not exceed 214 times the annual 
income ¢ 

Mrs. Burorp. That is right. We were given to understand that the 
loan must not exceed 214 times the gross annual income. 

Mr. Epmonpson. In this instance, his gross annual income would 
be $5.400 with the $75 ? 

Mrs. Burorp. $4,500 is his eross annual income. 

[r. EpMonpson. But with the $900 from the rental, he would have 
a TOSS of SD.400 7 

Mrs. Burorp. That is right. However, I, of course. hadn’t figured 
on the future income. I am even figuring on the immediate income 
which is $4,500, and 214 times that is $11,250, which is in excess of 
the amount that he needs for a loan. 

Mr. Mrapows. The 214 times figure, is that 214 times net income or 
gross income ? 

Mrs. Burorp. Gross. 

Mr. Meavows. Did T understand you to say he has made a down- 
pavment or has available $3 105 2 

Mrs. Burorp. He has paid $3,705. 

Mr. Mreapows. As a downp nvanent 

Mrs. Burorp. Yes: which is in excess of one-fourth. 
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Mr. Treacur. Mrs. Buford, is this the first case of this kind you 
have run into ¢ j 

Mrs. Burorp. Yes. I have put through veterans’ loans before. but 
I never encountered anything like this. 

Mr. Treacut Do you think there could be a mistake on this? Have 
vou talked to them or anything ¢ 

Vi ‘ Bt FORD. We LOI t} > M formate ho ly today, and it was too 
late for me to contact Mr. Weathe poon to go down, an | we do pl in 
to go down Monday morning, but I did think this was an exemplary 
Case. c 

The Cuairman. What is the address of the property Mr. Weather- 
spoon wants to buy? 

Mrs. Burorp. 9322 and 9324 Talbot Avenue NE. 

Mr. Teacur. Mrs. Buford, is there some other extenuating circum- 
stance, as far as Mr. Weatherspoon; has he had credit troubles or 


anything ¢ 
Mrs. Burorp. No, sir. His credit is entirely satisfactory. 
Mr. Tracur. That would prejudice his case ¢ 


Mi S. Bur RD. SO much SO that the bank had evei Fone So far as to 
issue to us the escrow receipts. 

Mr. Mrapows. Do you have the communication from the VA reject- 
ing Mr. Weatherspoon ¢ 

Mrs. Burorp. No. We got word through the bank. They informed 
the bank. 

Mr. Mrapows. I see. 

Mr. Epmonpson. There is no question on his VA status? 

Mrs. Bur RD. No. He took his original certificate ot eligibility. 

Mr. Epmonpson. Of eligibility ? 

Mrs. Burorp. We got the eligibility certificate. 

The CrHarrmMan. | would suggest, Mrs. Buford, if the committee 
doesn’t have any more questiol s, in all fairness to the VA, sometimes 
when these things come down second hand, something can happ hn, 
that you contact them Monday when they will be open. 

Mrs. Burorp. That is what we plan to do. 

The Cuarrman. If you don’t get a satisfactory answer, you write 


to the committee and we will be elad to contact them. Thank you 
for coming down. 
Robert Skiljan, is that correct? 


Mr. Sxiusan. Yes. 


STATEMENT OF ROBERT SKILJAN, A VETERAN, CLEVELAND, OHIO 


— 


Cuairrman,. If you will, give the committee your name and 
address. please. 

Mr. Sxisan. Robert Skiljan. 

Mr. Epmonpson. Would you give us that name again? 

Mr. Sxiusan. Robert Skiljan, 573 East 140th. 

Mr. Epmonpson. Cleveland 4 

Mr. Sxiisan. Yes, sir. 

The Cr AIRMAN, Would you care to state your complail t? 

Mr. Sxinsan. Well, my complaint is that in May of last spring, 
that is, 1952, I was following the newspaper and I seen this ad, that 
this construction company had that house for sale for $950 down 
and $80 a month. So I noticed it was in there for about a year, so 
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I figured they really wanted to get rid of these houses, so I tried to 
buy one. I was desper: ite. 

So I scraped the $950 and went to see the salesman that was selling 
the houses, and he accepted the $950 and he rec ‘ommended me to this 
b: ank. 

Well, he told me that the reason he recommended me to this certain 
bank was that it was the easiest bank in Cleveland to get a loan. So 
I went and seen the interviewer and he got the necessary information 
off of me, such as how much money I make and how my credit was, 
so he told me they would contact me. 

In the meantime, the contractor sent me letters asking me what 
color rooms I want and what kind of electrical light “fixtures I 
want. 

About a month later the bank called me back and this interviewer 
told me the board of directors turned my loan down because I didn’t 
make $90 a week in 40 hours. 

Well, any GI that makes 90 bucks a week in 40 hours, I'll take that 
job. So he told me I didn’t even make nowhere near it. 

Then he went on to tell me that the real reason is the bank didn’t 
want to fool with the loans. I mean, he told me himself. He says 
during the war that the Government had an idea of building homes 
and selling them to the GI’s, but that the bank lobbyists squawked, 
so they wanted the gravy. Now, they don’t want to give the loans 
anyways. 

The Carman. Were you to get this loan at 4 percent ? 

Mr. Sxiusan. Yes. 

Mr. Mrapows. What happened to your $950? 

Mr. Sxizsan. Pardon me. 

Mr. Meapows. Do they still have your $950? 

Mr. Sxinsan. No. I got that back. 

Mr. Mrapows. In other words, as it stands you were just rejected ? 

Mr. Sxiusan. I gave the $950 to the contractor and he returned it. 

Mr. Meapows. He has returned it? 

Mr. Sxiwsan. Yes; but he told me if I put $500 more down that 
I might be able to get it somewhere else, but I didn’t have it. 

The Cuatrman. In other words, your complaint, like so many other 
veterans throughout the country, is ‘that you can’t get a loan? 

Mr. Sxmsan. That is right. 

Right now I am forced to live above a beer joint with 3 kids in 3 
rooms. 

Mr. Provury. Is the rent high? 

Mr. Sxisan. No; the rent is reasonable, but the environment is 
terrible. 

The Crarrman. Well, we hope very much, Mr. Skiljan, that dur- 
ing the course of our hearings we will be able to offer constructive 
legislation that will not only enable you but other GI’s to get a 
home. 

We appreciate your coming in and calling this to our attention. 

Mr. Teaaur. Have you tr ied any other ple ice, Robert ? 

Mr. Sxinsan. No. The reason I didn’t try any other places is be- 
cause the contractor claimed that if I couldn’t get a loan from this 
bank, I wouldn’t get one anywhere in Cleveland. 

Mr. Proury. What is the price of this home? 

Mr. SKILJAN. $11,950. 
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The CuarrMan. You were still putting down more than 5 percent 
for the downpayment ? 

Mr. Sxinsan. Yes, sir. 

The CrarrMan. If it were possible to get the loan and get the 
home, would you feel that 414 percent interest would be too much? 

Mr. Sxusan. Well, if they raised the downpayment, it probably 
would be. 

The CuarMan, Suppose the downpayment was left the same? 

Mr. Sxiwsan. Then, I could do it. That is the trouble, though, the 
downpayment. 

The CuatrmMan. You could pay $2 or $3 more per monthly pay- 
ment, but you aah In’t increase your downpayment ? 

Mr. Sxinsan. Yes. 

Mr. Epmonpson. You probably would be willing to pay 5 or 514 
percent to get the home? 

Mr. Sxusan. I would pay 10 percent. 

The CHarrMan. What you just said was music to Mr. Direnfeld’s 
ears because that is what he testified this : oDinniaiin 

Mr. Sxitsan. I will pay it. I want a home. 

The CuatrmMan. That is what he said this afternoon. 

Thank you very much, Mr. Skiljan. I assure you the committee is 
doing their best to get the facts so we can make some recommendations 
that we hope will help. 

Mr. Sxiwsan. Thanks. 

The Cuatrman, Thank you very much for coming down. 

Albert Katalinas. 


STATEMENT OF ALBERT KATALINAS, A VETERAN, 
CLEVELAND, OHIO 


The CuarrMan. Will you state your name and address to the com- 
mittee, please ? 

Mr. Kararinas. Albert G. Katalinas. 

The CuamrmMan, And your address? 

Mr. Katrauinas. 9507 Euclid Avenue. 

The Cuarrman. You may proceed with your complaint. 

Mr. Katarrnas. Why, my complaint is against the VA. I bought 
a home in 1946, and without inspecting it too thoroughly, I thought 
I’d let the VA appraiser do it. 

Well, I went to a bank and they checked my credit and everything 
and they were very interested in giving me a loan. The selling price 
was $i ,600. Then, the bank sent out their appraiser out there, and a 
few days later they called me in and told me that they couldn’t give 
me the loan because they were overcrowded with GI loans. So that 
happened with about 3 or 4 banks. 

Finally, I got to about the fifth bank, went through the same pro- 
cedure and they accepted my loan, providing that I would put down 
$1,600 downpayment and they would only give me 12 years to pay. 

Well, I got the downpayment and the deal went through. It was 
about a week before I moved, after I bought the place and, inciden- 
tally, at the time that I went down with the broker, all I seen was about 
three rooms. I couldn’t go down the basement because they claimed 
they put in a new flooring yand the cement was wet and it wasn’t walk- 
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ble t. so I moved in there and I had been there 3 days when we 
hard rain 

Everything I moved in, I put in the basement temporarily and 

d all mv tools and stuff. Well. within 2 or 3 hours I had 3 feet 
of water my basement. That basement is 30 by 50 feet. So after 

f } n I noti { he wall was cracked across the 50-foot 

e. It wi about alt} 1 O} ne in it One window had a hole 

{ i out a foo o or wide, whatever you want to call it; and 
all alone the walls of where the isement wall comes to the plate 
there, the openings varied any e trom a quarter inch to three- 

irter inch spaces You ild davlight through it. 

So I went down to the \ Land 11 ade a ct mpla nt about it and 
they said re nothing they can do about it; so I asked to see the 
report that the VA appraiser has made. They were ver’ cooperative 
a d showed me the report. ine report stated that the basement was 
constructed very we 1. | id triple flooring throughout the hous The 
only flooring I have in that house is planks made out of some packing 
cases, or \ itever they pick up in factories. 

The report also stated that they ha a good roof. Kivery room in 


the house leaked. I had water inside the house, in my basement. 
His report also stated that the house was insulated, which there 

isn’t a bit of insulation in the whole house. There is no water on the 

property. The first week I moved there I had to buy water, which 


i : - : P ] 
run me about $15 a week for water. The fellow came out with a tank 


truck and sold water around there, and they told me there was plenty 


iter, they never ran out of water 
I Lot pretty hot about the whole thing and I Wal ted them to do 
omething about it. 

The Cuamman. Were you off the waterlines; did you have a well, or 
what did you think your so ree of water \ as going to be 


Mr. Karaurnas. They told me they dug for a well and they went 


i 1] l Yous | the property ¢ 

Mr. Karaurnas. No, sir. A | in being can’t live there. 

Phe CuarrmMan. What did you do with the property / 

M I LINS, Well { , ome Imost gavi mea nervou break- 
down. On account of the property, it broke up my home, so I gave 
{ property to my wit d | rstand that she has moved out of 
ee , : ne it | iT know ab 4 

CHaiRMAN. Well, aside from the hardship that i have suf 
it i \ lo “ f] il i ur fi l | loss ? 

Mr. Karauinas. Well, I paid $7,600 for the house and I put in about 
$1,500 repairs aireaday. i i tO put a new root on When ] went 


to put the roof on, I couldn’t find olid piece of wood to put a nail in. 
The CuarrMan. I know that the committee appreciates what you 


suffered on this and the hardship that you encountered, but just what 
are you asking us to do since you no longer have the property and it 


is in someone else’s hands? 


Mr. Karaurnas. I] have a son and I am pretty much interested in 
his welfare; and I think that I got a pretty raw deal from the VA, 


considering. 
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Well, anyway, I have talked to the VA and they wouldn’t do any- 
thing. They told me to go ahead and sue the person that had the 
property before me. We HI, this person that lived there didn’t have a 
dime. He had about a $3,000 mortgage on the house, which a bank 
held, and the bank was very anxious to get that $3,000. 

So I went to one of the papers in town and told them my story. 
They sent out a few reporters out there and they found out exactly 
what the truth was. They took pictures of the caving-in walls, the 
windows were falling out of the basement, 3 feet of water, inside of the 
house was all wet; and they printed pictures and they printed a story 
in the Cleveland paper and 1 thought maybe I woul 1 get some action 
out of that from the VA, and evidently the VA told the reporters 
their story, that they couldn’t do anyth ling about it; they are not 
responsible for whatever the VA appraiser did. 

So they told me to go see a lawyer and sue the people. I went to see 
a lawyer but after I found out these people didn’t have anything and 
1 needed more money for an attorney, why, I just felt that I got it and 
there was nothing I could do about it. 

Mr. Proury. Are you still paying for this property ? 

Mr. Katatrnas. Yes, sir. 

Mr. Proury. You have been paying since 1947? 

Mr. Katrautnas. Yes, sir. 

Mr. Epmonpson. Do you know when the house was constructed ? 

Mr. Karauinas.. No, I don’t, sir. I believe it used to be a cottage. 

Mr. EpmMonpson. It had been there for some time when you bought 
it, though 7 

Mr. K\aracinas. Yes, sir. 

Mr. Mreapows. It was not new? 

Mr. Kartraurnas., No, sir. 

Mr. Meapows. Where was this property located ? 

Mr. Kararrnas. It is located in Geauga Lake. 

Mr. Merapows, I assume the sales contract under which you pur- 
chased the property had no specific guaranties of any nature and under 
which you could sue the seller for failure to perform or failure to 
deliver a satisfactory product ¢ 

Mr. Karautnas. No, but the salesman that handled the property for 
these people was willing to testify in court that these people claimed 
that they never ran out of water, they had plenty of water, and a few 
other things that they claimed. The broker was willing to go into 
court and testify for me in case I brought a suit against these people. 

Mr. Mreapows. On the basis of verbal misrepresentation ! 

Mr. Karatinas. That’s right. 

Mr. Epmonpson. Did you ever discuss it with an attorney, the pos- 
sibility of suit ? 

Mr. Kararinas. Yes, I did, but when the matter of money came up, 
why, every cent I had was tied up in the place; I didn’t have any money 
so I couldn’t sue them and, on the other hand, these people didn’t have 
anything so I sort of dropped it. 

The Cuaiman. Mr. Prouty? 

Mr. Proutry. No questions. 

Mr. Bonty. No questions. 

The Cuarrman. Mr. Teague? 

Mr. Tracue. No. 


82093—53 9 
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The CuatrMan. It is a most unfortunate circumstance. 

Mr. Epmonpson. I would like to have a report from the VA on the 
whole situation myself. 

The Cuarmman. We can request a report on the transaction but 
Geauga County, Mr. Edmondson, is one of the counties eligible for a 
direct loan. This is probably a direct loan. 

Mr. Meadows? 

Mr. Meapows. No, it wasn’t direct. You got the loan through a 
bank, did you not? 

Mr. Karauinas. Yes. 

Mr. Cuairman. Oh, I see. What was the bank? 

Mr. Karatinas. You want the name of the bank ? 

The CHarrMan. Yes. 

Mr. Karaurnas. The Cleveland Trust Co. 

Mr. Meapows. The Veterans’ Administration would carry a file 
on it like any other guaranty loan. I am sure they would furnish a 
report. 

The CuarrmMan. We will make a request. You write us a letter 
giving us the details in a sworn statement, the claims that you have 
made, send that to me at W ashington and we will be glad to request 
a report. 

Mr. Kartaurnas. O. K., and thanks a lot. 

The Cuarrman. Thank you for coming in. 

Mr. John Smith requests an opportunity to testify. He won’t be 
able to be here tomorrow. Is Mr. John Smith in the audience? 


STATEMENT OF JOHN D. SMITH, REPRESENTING THE DeWITT- 
JENKINS REALTY CO., AKRON, OHIO 


The Cuarman. Will you give the committee your full name and 
business connection ? 

Mr. Smiru. My name is John D. Smith. I am employed to close 
real-estate sales for the DeWitt-Jenkins Realty Co., in Akron. That 
makes me neither fish nor fowl. I am between the veterans who want 
to buy houses and the mortgage lenders who at one time wanted to 
and are not now interested in 4-percent loans. 

Our original connection was that we were purely a sales agent and 
had all of | our loans, including VA’s, handled by local banks, but in 
about 1949, the local banks stopped making loans to veterans and our 
office made its first outside loan connection to bring VA loans into 
Akron. 

In the years of 1949 and 1950 we placed for 1 life-insurance com- 
pany about 150 mortgages totaling a little over a million and a quar- 
ter dollars. We didn’t realize how extremely fortunate we were to 
make that connection until hard experience has taught us how difficult 
now it is to locate sources for VA loans. 

The primary thing I would like to discuss tonight is to bring to 
your attention in comparatively simple terms something that may 
already have been covered and that is the effect of the money market 
on the GI-loan program. Possibly I am repeating something that 
other men have said but I have had to work this out very carefully 
because our position has been an attempt to contact God and every- 
body in an attempt to get funds for loan purposes. I have made 











INTEREST RATE AND DOWN PAYMENT ON GI LOANS 569 


several trips to New York. I have made a few to other sources where 
we thought money was available. 

Actually the GI-loan situation became critical about 1951 when the 
Government pulled the peg on the bond market. You gentlemen have 
heard that before. The Government intended to put some brakes on 
inflation and I am very happy that they did. What they did was to 
restrict banks and insurance companies from taking 214-percent Gov 
ernment bonds to the nearest Federal Reserve bank and cashing them 
in at par and using that money to make VA or FHA loans at 4 percent. 

They also increased the interest rate on new issues of Government 
bonds from approximately 2.45 return to 2.75, which increased com 
petition in the money m: arket for mortgage money. 

We received in the mail this morning a magazine which is called 
Finance which attempts to analyze various effects in the financing 
marget. At 4 separate places in this issue is the pronctenn that the 
new issues of Government bonds are going to be at 3 to 314 percent in- 
terest. If it was only in one place I would say that possibly it was 
an ill-founded rumor, but when it is repeated in three places and when 
the trend for those interest rates have been up, it seems as though 
it will probably be fairly well founded in fact. That means that the 
interest rate on corporate securities is going to go up and the interest 
on municipal securities is going to go up. 

Without boring you with all the reports in that magazine, it gives 
factual reports of new issues which are coming out and there are 3 
instances of municipal bond issues which are expected to pay more 
than 3.5 percent to the investor. There are 4 issues or 4 instances of 
slightly less desirable but municipal type bonds which will pay 1 per- 
cent or more. Those are what might be called a BAA classification 
in the Moody classifications. ‘They are still good bonds but they are 
not considered to be the very top. One of them I believe was a school 
bond issue from the State of Louisiana. 

This means that instead of the interest market being stable as it is 
now, it is going to go up because of the fact that a lender in making 
a loan at 4 pe rcent to a veteran realizes a net return on that in his own 
coffers of only about 3.3 percent, and that really is the crux of the 
situation for the evaporation of available money from lenders for GI 
loans, the fact that they have been able to secure other loans which are 
more desirable from their viewpoint at equal or better prices. 

There is, unfortunately, some feeling in veterans’ organizations, and 
I have a sheet here which I was amazed at because it refers to the 
greed of moneylenders and uses some other harsh language. In fact, 
it says there is a long-time boycott of VA loans. I can assure you 
that that definitely is not true. There is no boycott any more than the 
same veterans would boycott an employer who wishes to pay them one- 
fourth less than the other employer across the street will pay them 
for the same job, with equal vacation opportunities and equal work- 
ing conditions. 

I believe very definitely that the interest rate on VA loans to attract 
new, or, rather, to attract the same investment money which should 
be flowing into that market will have to become 414 percent. I will 
admit that up to about a month ago I thought that 414 percent would 
be an adequate return, but that was at the time that I was anticipating 
that the Government issues would be at about 2.75. Because govern 
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ments at 2.75 refer to triple A - porates and to municipal bonds at 
about 3.2, 3.2 as comp: ared to a VA loan at 414, which would net the 
lending agence y about 3.6. makes it, a VA mortgage, a good investment. 
But if the Government is itself going to push up the interest oe 
which the Government is willing to pay the investors in many cases 
on tax-free type of issues, such as your Federal Housing, your P ublic 
Housing issues, which are tax free, then the Government must also 
realize—I am referring to the Treasury Department rather than you 
gentlemen—must also realize that they are also pushing up the in- 
terest rate in the free mortgage market, not only VA’s but FHA’s and 
also conventional loans. 

I can say that in our own city there is considerable pressure for 
increase in conventional loan rates. Five percent is fairly standard 
for there are several savings and loan companies that are now charg- 
ing 51% and there are more who are very confidently would like to but 
haven’t been pushed quite that far yet. 

The insurance companies whic ‘h we represent, and we now — 
sent two of them, have increased their requirements and did so a yea 
ago. This is nothing sudden. They increased their requirements on 
conventional loans by one-half percent. In other words, about 1 year 
ago they notified us that a loan to qualify for a 414 percent interest 
rate would have to meet the same requirements that had previously 
had to be met to draw 4 percent, and similarly that now the only 
conventional loans they are interested in are those which would form- 
erly qualify at 4% pe rcent and they now want them at 5. 

The Cuamman. Mr. Smith, we appreciate your thorough analysis 
of this and, as you stated in the beginning, there has been some dis- 
cussion on it but there may be some questions that the committee 
members would want to ask you regarding it. 

Mr. Edmondson ? 

Mr. Eomonpson. No. I would merely like to express my apprecia- 
tion of Mr. Smith for the very helpful information. 

The Cuatrman. It has been one of the most thorough we have had. 

Mr. Provury. I would like to add to that. 

The Cuarrman. Mr. Teague? 

Mr. Teacur. Mr. Smith, you said something about the Government 
being the cause of this increase of interest rates and I agree with you, 
but to go up to 41% percent, aren’t we just going along with the cur- 
rent ¢ 

Mr. Smirn. When you establish the current yourself don’t you 
have to go along with it? 


Mr. Teacur. Well, somebody has got to start fighting the current 
some time if you are going toc ‘change it. 

Mr. Smrrit. In that case the Treasury Department should have 
started fighting it 2 years ago. 

Mr. Teacue. I agree w ith you, I agree with you. 

Mr. Smrrn. We have another factor that is involved now in the 
money market and that is the greater tendency of corporations to 
finance expenditures by loans or bonds that they would otherwise 
finance by capital stock. 

Mr. Tracur. Of course, I am sure you are aware that there are 
about 30,000 loans being made a month and if we increase to 414 per- 
cent, how many more loans will be made? And will that be ‘worth 
adding $1,000 or $600 whatever it turns out to be to a veteran’s home? 
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Mr. Sairu. I believe you will find that your 30,000 loans which are 
being made a month now, a very high percentage—my own guess would 
be that probably about 25,000 of them are being made at a ‘discount of 
some type or another. 

Mr. Tracur. Actually that 30,000 is not a true figure. 

Mr. Siru. It is not a true figure of loans being made on the free 
market. 

Mr. Epmonpson. It does represent 30,000 homes being paid for 

each month through the loan program, though. 

Mr. Smiru. True. In our own office I have about 120 loans which 
had they been left to ordinary banking financing would never have 
been made, and we are a ver y, very smi all office. 

Mr. Tracur. I am sure that is so in m: ny parts of the country, too. 

The Cuairman. Mr. Smith, do you have any reason to believe that 
some builders or lending institutions might have w: iys of getting a 
little more money out of a veteran in order to accept loans 4 

Mr. Suiru. If you are referring to the discount market, I can be 
very frank with you. It is quite easy where you have a new home 
under construction, That is a thing that I persons a am — 
about. The present situation on VA loans is loaded in favor of 
builder. A person who wishes to sell a house 2 aaa aa 5 sees 
old, 10 years old, to a veteran is unable to find a way to absorb the 
discount unless the broker himself wishes to absorb it out of his com- 
mission. Now you are going to raise your eyebrows when I say that 
some brokers do that. Our own office did last year to the extent of 
approximately $8,000 and I found out later that one of our good com- 
petitors did not have to absorb it, that he was charging an 8 percent 
commission quite consistently through the same period. that we were 
absorbing it. 

I have no complaint with the practice. Given the same circum- 
stances our office would absorb the same $8,000 this next year. The 
other broker does the business the way he wishes to do it; we did it 
the way we thought we should do it. 

The reason we did it that way was because I was in Washington in 
January a year ago and heard at a mortgage bankers’ convention, 
where we allegedly young men were instructed how we should handle 
loans, that any excess charge above the normal 5 percent commission 
would be frowned upon greatly by the Veterans’ Administration, that 
they would consider it a violation of their regulations, so I came back 
to our office and so instructed. We got religion and it cost us a lot 
of money, but given the same circumstances we would do it again. 

The Cuatrman. Mr. Meadows, do you have a question ? 

Mr. Meapvows. Two brief questions, Mr. Chairman. 

I am sure you have read the testimony by General Gray before the 
Senate committee here in January on this same question or you per- 
haps know that the question was under consideration by the Senate 
Banking and Currency Committee. In it he said with regards to the 
legitimate need or demand, if this interest rate was changed and this 
money flowed more freely, he said, “Our best guess is and our statis- 
tics currently reflect an effective demand of somewhere around 35,000 
to 38,000 loans a month, there would be some conviction that the legiti- 
mate demand would be taken care of.” 

Do you agree with that or can you guess at that? 
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Mr. Smirn,. If you are currently making 30,000 loans a month over 
the Nation my guess would be that when and if the interest rate is 
raised that that would be increased about 10 times. 

Mr. Meapows. Ten times? 

Mr. Smirn. Yes, sir: over the Nation. 

Mr. Mrapows. You mean the 30,000 would increase 10 times ? 

Mr. Smirn. Are you at present—— 

Mr. Mrapows. I am expressing it on a monthly level of 30,000 per 
month. His idea was that the legitimate demand was somewhere be- 
tween 35,000 and 38,000, an increase of five to eight thousand a month. 
I was wondering if in your opinion what you thought this increase in 
interest rate would free the flow of funds? What would be the legiti- 
mate demand / 

Mr. Smiru. I am basing it entirely on the assumption that at pres- 
ent they are making about 30,000 loans a month. 

Mr. MEADows. Yes. 

Mr. Surry. You must remember those 30,000 loans are being made 
ina very restricted market. The “y are being m: ace only by new builders. 
You have no resale factors involved at all. You have none of the 
Akron banks, speaking of my own town—you have none of the Akron 
banks active in the market themselves. In Akron there is now only 
one source that I know of that is actively making GI loans for 
contractors, 

If you were to establish a rate which would be competitively attrac- 

ive, both of our insurance companies would be back in the VA lending 
business and two of our commercial banks and probably four of our 

avings and loan companies would be back in business serving every- 
one in Akron. 

Mr. Meapows. But you are not able to translate that into a guess 
percentagewise related to the 30,000 a month ? 

Mr. Smirn. My guess, frankly, is that if your 30,000 a month repre- 
sents a present figure and you reestablished a free market, that the new 
amount would be approximately 300,000 a month because of the fact 
that I believe you have such a pentup demand for other than new 
houses, for turnover in other homes, too. 

Mr. Tracur. We have never had that. 

Mr. Mrapows. Seventy thousand is the peak we have ever had at 
any time, 70,000 a month. That may not necessarily be curbed by 
demand but rather the machinery that handles it cannot handle more 
than 70,00 )a month. 

Mr. Smiru. That might be, but I cannot help but feel that the pres- 
ent restricted market is choking off and that if that were released you 
would find a vast increase in the service which would be given to not 
only veterans but to the general community. 

Mr. Mravows. One other point and then I will be through. Do you 
think that should there be an increase in VA rates either to 41/ 4 or 4% 
that there should be a corresponding rise in the rate of FHA, in other 
words, to maintain this one-quarter percent spread which makes the 
VA loan now more attractive than the FHA loan? Do you think that 
this problem should be considered together? Some suggest it is not 
just a VA problem, that whatever happens should hs appen with FHA, 
and there are various theories that the VA loans should move up ¢ and 
match the FHA level. Others say that if VA goes up to 414, that FHA 


ought to go up to 4.75. 
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Have you got any ideas on that / 

Mr. Smirn. My feeling is that the FHA rate should increase 
slightly, but I don’t believe it need increase in direct proportion to the 
VA rate. If you increase your VA rate to 4%, then the FHA rate 
should go up to 4.75. If you increase your VA rate to 41 i then my 
feeling would be that the FHA rate could return to the 414 percent 
which it was at in 1945 and 1946, 

Mr. Mrapows. But you apparently don’t believe that they should be 
allowed to match each other or move at the same level 

Mr. Siri. I don’t believe so because of the fact that if you estab 
lish them at the same level you are going to have a tendency on the 
part of lenders to take one and to ignore the other. Possibly I should 
explain a little bit further. The present discount market on VA loans 
is unhealthy and the present discount market is frankly lower than is 
entirely justified in the money market. It exists because it is possible 
to get it. 

| believe that the maximum that FHA needs to increase is about 
one-quarter of 1 percent because of the fact that under present cir- 
cumstances I have 5 sources I can ask to take an FHA loan at 15 
years and 2 sources I can ask to take an FHA loan at 20. 

Our method of processing, incidentally, is to set up a loan and then 
try to get some lender to t: ake it, which gives us greater freedom than 
where you have an individual applicant going from one bank to an- 
other bank to another bank to another bank. Many of your veterans 
testified they went to one bank and got discouraged. I don’t go to one 
bank and get discouraged, I try several. 

Mr. Mrapows. Thank you very much. 

Mr. Tracue. Mr. Smith, what is the difference in the amount of 
red tape it takes to process an FHA loan and a VA loan? 

Mr. Smirnu. Considerable. Up to about a year and a half ago | 
preferred to handle VA loans to FHA from a processing viewpoint. 
I believe that our Cleveland office has operated very cleanly and very 
efficiently up to about a year and a half ago. At that time something 
happened, I don’t know what. I have heard some grapevine rumors 
And since then it has been very difficult to process a VA loan and 
much easier to process an FHA loan. 

Mr. Epmonpson. What is the primary difficulty that is reported to 
you in the processing ¢ 

Mr. Surru. Of VA loans? 

Mr. EpMonpson. Yes. 

Mr. Smiru. First, I believe that the appraisal situation on VA loans 
should be improved. I have no quarrel with their method of ap- 
praising because our experience has been that those appraisals gen- 
erally have been very accurate, but it seems to me as though some- 
thing happens to those appraisals after they arrive in the Cleveland 
office. 

The Cuatrman. Mr. Smith, Mr. Teague might have a little ight to 
shed on what happened about a year and a half ago. Mr. Teague. 

Mr. Tracur. | just thought it was good to say for the sake of the 
people that. were here, you weren’t meaning necessarily the Cleveland 
office. I think it was the result of some congressional hearings that got 
into the plans and specifications and things like that that caused con- 
siderable tightening up on how those papers were handled and what 
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not, although I don’t see why there should be a big difference in 
processing of FHA or VA papers. I think what happened about a 
year ago was the result of that. 

The CuatrmMan. Mr. Bonin? 

Mr. Bonin. Mr. Smith, could it be possible that there were in- 
sufficient funds for this particular regional office that may be a cause 
for this tightening up and red tape involved in processing VA loans? 

Mr. Smiru. | have always felt the regional office was understaffed ; 
and I might add, underpaid. 

Mr. Bonry. But actually do you think that that may have something 
to do with it, the fact that there may not be sufficient funds coming 
into the regional office in the Cleveland area ? 

Mr. Smiru. I believe that that is fundamentally a large part of 
the trouble but I believe that also part of the trouble is that the Cleve- 
land office and all the others in the last year and a half has become 
more tied up in red tape. Up to a year and a half ago if I had a 
problem, I could bring it up to the Cleveland office, sit down across 
the desk, talk it over. I didn’t always get the answer I wanted but I 
got some kind of an answer. Now I have the same situation and I am 
referred back to a bulletin of this type and I defy anybody to read 
that in half an hour and tell me what it says. I don’t know myself. 

A ty pical case is this $8,000 it cost our office because the gentlemen 
in Washington—I am not to mention names—the gentlemen in Wash- 
ington gave me one story and a gentleman in the Cleveland office here 
apparently never heard of it. 

Mr. Bontn. Is that a Government directive ? 

Mr. Smiru. This is a Government directive; yes. 

Mr. Bonin. Is it issued from the VA office in Washington ? 

Mr. Smiru. That’s right. 

Mr. Bontn. As a matter of making a record so that we can refer 
to it ourselves—— 

Mr. Smitu. It is a minor point but I frankly don’t know what it 
saysmyself. Itreferstoa method of handling property. 

The CHamrmMan. Would you care to read the number on it, Mr. 

3onin, so that is can go in the record? We won't reprint the whole 
tabulation or the whole pamphlet in the record. 

Mr. Bonin. VA Pamphlet 4-38, Change 18, January 5, 1935, 

Mr. Epmonpson. Was that issued out of Washington or out of the 
Cleveland office ¢ 

Mr. Bontn. Washington. 

The Cuarrman. Well, thank you very much, Mr. Smith. We cer- 
tainly appreciate your testimony and I sincerely hope that our com- 
mittee will be able to come up with some answers that will be helpful 
to the whole program. 

Mr. Smirn. I have one recommendation I would like to make. I 
make this very seriously. I believe it would be a healthy thing for 
the whole program if there were established on a local level, and by 
« local level I mean in the fairly large cities within an area such as 
Cleveland—let’s say you have a man appointed in Lorain and you 
had one in Akron, possibly operating out of your subcenters of the 
Veterans’ Administration. There is one in Akron, a man whose duty 
it would be to be of service to veterans and to lenders; a man to whom 
a veteran can go directly and say, “This is my problem, what is the 
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answer?” A man who would know what is in this directive, a man 
to whom I can go with a problem and get some kind of an answer. 

A typical example is the matter of mortgage assumption. Now, in 
our 150 mortgages we have had only 3 cases of assumption. Assump- 
tion is where a purchaser buys a property and then a veteran buys 
a property and then he resells it to someone else. The cases in these 
assumptions involve whether or not the veteran may be released of 
his liability on the loan with the liability continued or with Veterans’ 
Administration’s guaranty continued so that the VA loan may be 
continued to the purchaser who was selected by the veteran. 

We processed two cases of that type which were passed by Veterans’ 
Administration in Cleveland, and when the loans were transferred, 
the purchaser was happy, the veteran was forced to move out of town 
for business or for compelling reasons, his guaranty was reinstated 
and he got a new loan at his new location. 

We had a case come up last October, the release was not obtained. 
The veteran had not asked for it to be obtained until after he had left 
town, and he came back and asked if it could be done. We said that 
as far as we were concerned it could be done because we had processed 
two. 

He came up to the Cleveland office and talked to a gentleman up 
here, and the gentleman that he had talked to may not have been the 
right man, but the gentleman he talked to said that he had never 
heard of any such case being handled. 

I mean, that’s the type of problem. And your construction prob- 
lems that you have here are another type, that if a service officer could 
be set up to listen to these complaints of all kinds and act as a co- 
ordinator, I believe that many of the complaints would be handled 
purely on the local, individual, city level, and I believe we would all 
get better cooperation from lenders and from Veterans’ Administra- 
tion and from builders and sellers. 

Mr. Bonin. Mr. Smith, what you are really saying in effect is to 
have a liaison man to process some of these compl: ints and some of 
the problems that are involved instead of having a veteran write to his 
Congressman. 

Mr. Smrru. Not exactly. The complaints that the Congressman 
gets are comparatively few, a comparatively small percentage. It may 
not seem true to you when you open your mailbag but I believe it is 
true; whereas, I believe if there was a liaison officer in the immediate 
area that could be approached quickly, he could handle a great volume 
of them. He would have greater satisfaction among the veterans in 
that area. 

Also I might point out that if the report to you came from a liaison 
officer who had both sides of the situation, you would be in a better 
position to request an investigation of that complaint. 

Mr. Epmonpson. Couldn't that function be filled by the loan guar- 
anty officer or by an assistant to the loan guaranty officer ? 

Mr. Surru. It could, but but your loan guaranty offices are Cleve- 
land and Columbus and I believe in Cincinnati, in Ohio. There may 
be one in Toledo, I don’t know, but they are comparatively scattered. 
There are only four of them. Ifa veteran in Akron has a complaint, 
he has to come 30 miles to talk to someone across the desk about it 
and the man that he talks to across the desk hasn’t any idea whether 
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his house is in Akron, Cuyahoga Falls, Barberton, beside a railroad 
or a swamp; but if he talked to a man in Akron, say one of your VA 
appraisers in Akron, the man in Akron would be able to evaluate the 
situation right there. 

The Cuarrman. It would do either one of two things, get the 
proper advice or cut out some of the redtape. 

Mr. Suirn. A large part of the problem with veterans is that they 
get improper advice and they don’t understand the situation and, of 
course, when they come to me, they are often redheaded and don’t 
want to understand it. That is what I believe your liaison officer 
would do. He would be able to explain to the veteran the veteran’s 
rights and the veteran’s obligations right there and not make the 
veteran swallow this interval charge as some of them may be doing 
and not know what it is all about. 

The Cuarmman. If there are no more questions, we thank you again, 
Mr. Smith, for your fine presentation. 

We have two gentlemen. Will you come up, please. 


STATEMENTS OF JOSEPH N. MILLER AND ROBERT E. WEAVER 


Mr. Proury. You are representing him ? 

Mr. Mitier. That’s right, I am representing Mr. Weaver. 

The Cuarrman. Will you please state your name / 

Mr. Mitter. My name is Joseph N. Miller, 316 Noah Avenue, Akron. 

Mr. Proury. And you are representing whom / 

Mr. Mruuer. And I represent Mr. Robert E. Weaver, who lives on 
South Main Street Extension in Akron, although his actual mailing 
address is Uniontown, but the physical location is on the outskirts 
of Akron. 

Mr. Proury. What is your problem ? 

Mr. Miizier. Our problem is perhaps a little bit similar to one that 
has already been stated here tonight but with us we have a few more 
complications. We have a problem of flooded basements on a little 
more grand seale than the other fellow who was speaking before. 

Mr. Weaver has a situation that, briefly stated, is just this, that in 
1949 he purchased a home on South Main Street Extension which is 
in the suburban part of Akron, in fact, beyond the city limits, and 
very close to Nimicella Dam, which is a State reservoir, part of the 
conservation program of the State of Ohio. 

It developed that after Mr. Weaver had moved into his home, he 
found that he had actually purchased a home on which the State of 
Ohio has a right to actually flood the land, and I will quote from the 
easement itself. This is one of the easements that appears in Mr. 
Weaver's abstract of title which he received after he moved into his 
home. And I will just read the one paragraph. This was a predeces- 
sor, incidentally, of Mr. Weaver and not an easement which he gave 
himself. 

Do hereby for ourselves, our heirs, executors, administrators, and assigns 
grant to the State of Ohio, its successors and assigns, the right to lay and main- 
tain a storm sewer together with the necessary appurtenances thereto on, over, 


and across, and the right to cause water to flow over and stand upon the follow- 
ing described premises, to wit. 
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And after that follows the description of a tract of land of which 
Mr. Weaver’s is a part. And if those words “to cause water to flow 
over and stand upon the following described premises” isn’t getting 
awfully close to having land which can be flooded, then I am sure I 
don’t know exactly what the word “flood” would mean, because it 
certainly appears that at least a liberal interpretation of those words 
would mean exactly that. 

Now, to pinpoint the thing a little more, on the certificate which 
Mr. Weaver received at the time that his loan was approved, called 
a certificate of reasonable value, this some easement, although con- 
densed in some measure so that it now read: 

Said premises aré subject to an easement agreement given to the State of Ohio 
for the laying and maintenance of a storm sewer and flowage rights 


and after that the elaboration was not continued— 


which easement agreement is of record in volume thus and so in the recorder’s 
office of Summit County, Ohio. 

In the face of that certificate of reasonable value, the Veterans’ 
Administration certified that this land with the house thereon was 
worth $10,000 which was the purchase price of the property. 

Now, of course, after all, this had taken place and, incidentally, it 
took about a year and a half from the time that the realtor had stated 
that he purchased the property of finally filing the mortgage and 
deed, and Mr. Weaver's troubles began to uncover themselves. It 
seems that depending upon the water level of adjoining Nimicella 
Dam, because it is actually right across the road, that his basement 
becomes more and more filled with water, and we have affidavits show- 
ing that this water has reached the height of 12 or 14 inches and, in 
fact, when Mr. Weaver bought the house he was by some pretense or 
other not permitted to store any of his furniture in the basement prior 
to moving in, which looked innocent enough at the time but as it da 
veloped it might have been a little premeditated. 

Of course, Mr. Weaver has taken his problem to the Veterans’ Ad- 
ministration, in fact, this has become practically his life project. 
He has been working on it for 24% years and it is only recently that 
he asked me to give him some sort of help on it. 

We have various copies of correspondence that passed between the 
realtor and the Veterans’ Administration, and the thing boiled down 
simply to this, that when the VA appraiser made his appraisal in 
Akron, he relied, it would appear, upon a statement by the realtor 
and, more particularly, the title company involved as to the state of 
the title in a sort. of preliminary report, and at that time this little 
easement that consumed only a couple of lines in the preliminary 
report was described as being merely a storm sewer, and to quote 
directly here, it says that this easement crosses the front of this prop- 
erty between the road line and the center line of Main Street, and on 
the survey that was attached to this report made by the Akron. rep- 
resentative of VA, if my terminology is correct, the survey issued by 
the title company showed this easement flowage rights as being a 24- 
inch sewer. It was marked on the survey with an arrow indicating 
where it crossed in front of the road where in actuality it is far more 
than a storm sewer, it is actually a potential right of the State of 
Ohio to flood this property and, as Mr. Weaver found out when he 
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attempted to dispose of the property himself, people literally stayed 
away in droves when they inspected the title because actually if the 
State of Ohio so chose, they could actually flood this land and Mr. 
Weaver would have an ark instead of a house. 

Mr. Bonry. Mr. Miller, have you pursued it any further to ascer- 
tain actually whether or not it would be a right on the part of the 
State of Ohio? 

Mr. Miniter. What we have done—— 

Mr. Weaver. Yes; I have. 

Mr. Mixer. Is question the State of Ohio’s right to this easement. 
That is, we have disputed more or less on a technical basis from the 
standpoint of the wording of the easement that, and we are attempting 
to have the State of Ohio agree with us that they don’t have a com- 
plete right to flood all of this land and, more especially, that seepage 
upward into his basement is not included in the easement, which is 
cutting it very thin, although we are trying to convince the State of 
Ohio and its sundry claims board, and they are making an investiga- 
tion. 

One thing was, they paid I believe $1,500 for an easement over 16 
acres, and we are also arguing that in view of this small considera- 
tion in relation to the total amount of land that they claim they could 
flood, that they certainly didn’t intend to practically appropriate 16 
acres of land for $1,500. How convincing that argument will be re- 
mains to be seen. 

The Cratrman. I have just been informed by Mr. Meadows that 
he has access through the VA, you having been in to them with the 
case, that from the information that they have perhaps we can get 
into it and get all of the facts as you have presented them here and 
then see just where you have recourse, if anywhere. 

Mr. Weaver. I would like to say one thing before I leave because 
I think it is very important, not only for me but for other veterans. 
When I first noticed the water in the basement, I notified the State, 
and the State was going to pay for the property and then they found 
the easement in the courthouse and said they were sorry but they 
couldn’t do anything about it. So I went to the VA office and the 
gentleman I talked to there seemed quite upset at the time about it 
and said that had he been aware of it, he would not have approved 
the loan. He said that when they sent the report in to us that it made 
it sound as though there was a storm sewer and flowage rights for 
the storm sewer going across the front of the property, and so he said 
that he was going to have a talk with the company in Akron that 
sold me the home, and he was quite sure that he would iron it out, and 
he wanted to know if I would be satisfied in moving into another 
house and having the loan transferred, and I said I would. 

Well, then it drug on and on like that until finally I came back up 
and the man from the company in Akron had made several trips, and 
then all of a sudden the VA denied that they had ever said anything. 
They said, “We knew about it all the time,” but there was so many 
easements on that property before they would sell it to me, they 
wouldn’t even fool with it, but my wife wanted the house bad enough 
that where I said, “Well, I will clear them up.” 

So I took the easement that they handed me and went around to 
the different places and cleared them up, which don’t look like they 
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handed me the right one. And so when I questioned them on that, 
he said that they would have approved the property under those con 
ditions, flood rights. 

And then I go to a psychiatrist there in Akron, and I am not bring 
ing this up for no sympathy in the case, but he told me that he can't 
do any more for me because this has got me down. 

Mr. Proury. It should be noted, Mr. Chairman, that this is Mr. 
Weaver’s statement. I am not sure that he identified himself. 

Mr. Weaver. Well, I could go on talking just exactly what hap- 
pened between Cleveland and Akron and how I got the runaround. 
‘They sent a man down and had me go into the real-estate office, and 
they told me to go ahead and look for another house, which U did, and 
I took it in and they give me 15 years to pay and a hundred-and-some- 
odd dollars a month, and with five children you can’t do it. 

The Cuatrman. Mr. Weaver, I think since you have such capable 
counsel, that he understands what we want on it and we, in turn, will 
get a full report and I will reply back to you on it. And thank you 
a lot. 


STATEMENT OF A. J. GRIFFITHS, AMVETS NATIONAL SERVICE 
OFFICER OF THE CLEVELAND REGIONAL OFFICE OF THE 
VETERANS’ ADMINISTRATION 


The CHatrMan. We have a statement here from Mr. A. J. Griffiths, 
the AMVETS nationi il service officer of the Cleveland regional of 
fice of the Veterans’ Administration. I would like to insert his 
report into the record at this point. 

(The report referred to is as follows:) 


I wish to introduce myself as A. J. Griffiths, AMVETS national service officer 
of the Cleveland regional office of the Veterans’ Administration. I am appear 
ing before this committee in behalf of the many veterans in this area to present 
AMVETS views and arguments for the continuance of 4 percent interest rate 
on GI loans. 

Many veterans have informed me that generally speaking very few GI loans 
are being made in this area. The reasons as admitted by representatives of the 

various banks and loan companies before this committee are that they are pur 

posely withholding loans in anticipation that there will be an increase in the 
interest rate on said GI loans. Once Congress has decided that a 4 percent 
loan is sufficient interest rate, I am sure that the bank and loan companies will 
proceed to loan money to veterans. They certainly will not overlook the GI 
program that has opened the greatest buyers’ market in the history of mortgage 
investment, namely, the GI bill and Korean GI bill that have made 19,000,000 
veterans eligible for lending assistance with 3,000,000 having taken advantage 
of the bill. 

We also call attention to the fact that veterans are better than an average 
risk. There has been a less than one-half of 1 percent default on all GI loans, 
and even on the amount of money that has been defaulted there is a better than 
average chance that the money will be recovered through legal action. A bank 
or savings and loan association can hardly lose any money on a GI loan due to 
the 60 percent guaranty on loans up to a maximum of $7,500 by the Govern- 
ment. If there is a default by a veteran, the lender may look toward this 
Government guaranty and thereafter sell the property involved, making up 
any loss that might have occurred. 

Banks and loan companies will recognize that once the 4 percent interest rate 
is maintained, they will see that these loans are still above the net yield obtain 
able from medium- and long-term Government bonds which are comparable 
investments in terms of lack of risk. With our present defense expansion 
tapering off, it is reliably predicted that by the second quarter of 1953 the need 
for defense expansion will diminish and consequently this will supply additional 
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funds for mortgage-investment purposes; thus, more money will be available 
for GI loans. With these decreases in defense production, there will be an 
extremely high volume of savings within the lending institutions. This will 
cause increased pressure upon these institutions to invest their funds and they 
will look for good, secure mortgage obligations and thus more funds will be 
available for GI loans. 

The cost of a one-half percent increase in interest rate on a 20-year $10,000 
loan would be $635 over the present rate. For 25 years it would be $940 over 
the present rate. These amounts are considerably more than those represented 
by banking officials appearing before this committee. We further take issue 
with the statement made by a representative of a bank of Cleveland, Ohio, 
namely, that veterans merely want a home at any price, and an increase in 
interest rate of one-half percent is not the veterans’ concern. We, as AMVETS, 
are here to protect the veterans’ interest, whereby he can obtain a home within 
his means and at the lowest-possible interest rate, and we do know that a 
one-half percent increase will create a hardship on the veteran. 

An increase in the intereest rate on GI home loans would place those loans 
in much the same category as conventional loans of lending institutions. As a 
result the relative preference that was given to veterans in the obtaining of 
homes under the different GI bills would be lost. This would be a breaking of 
the spirit inherent in the benefit acts that have been passed by the Congress to 
assist veterans in readjustment into civilian life after military service. 

It is recommended by AMVETS service organization that some liberalization 
be made as to direct GI loans. We recommend that VA loans be made to 
veterans who are unable to obtain an insured loan through regular agencies. 
Legislation of this nature will have a decided impact on the lending institutions 
and cause them to grant 4 percent GI loans. Such a program could not be 
considered to be in competition with private endeavor. 

The Congress has on 4 or 5 occasions, in considering major housing legislation, 
taken action which we should regard as believing in the validity of 4 percent 
interest rate. This congressional action was made manifest in the passage of 
the GI bill, the passage of bills setting up the VA direct-loan program, the passage 
of the Defense Housing Act of 1952 which provided additional funds for Fanny 
May to purchase 4 percent loans, and finally the Korean GI bill which extended 
+ percent loans in the same manner as the World War II act. 

AMVETS wishes to thank this committee for the privilege of appearing before 
them and presenting the views of this organization as to GI loans. 


STATEMENT OF DALE DONOVAN, A VETERAN, AKRON, OHIO 


The Cuarrman. The spokesman for Charles Butts, Dale Donovan, 
and Jack Frost. Will you please give the committee your full name 
and your address? 

Mr. Donovan. Dale Donovan, 1265 Hilltop Drive, Akron, Ohio. 

The Cuarrman. You have a complaint to register with the com- 
mittee ¢ 

Mr. Donovan. That’s right. I have a complaint with the contractor 
who has threatened us on the thing, that is, to what they are going 
to take care of and what they are not. Here is a list that I have made. 
I am on a committee representing approximately 40 GI’s who live in 
the same area who could not make it and we got together and ap- 
pointed a committee to take care of the thing and present it to you. 

The CuHarrman. Were you here when Mr. Meadows made the an- 
nouncement as to what the procedure would be on the filing of your 
individual affidavits? 

Mr. Donovan. That’s right. 

The Cuarrman. And you have that clearly in mind as to what you 
are to do? 

Mr. Donovan. Yes, I do. I think we are to make affidavits of each 
individual’s complaints and mail them to you. 

The Cuamman. Do you want to repeat that, Mr. Meadows? 
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Mr. Mrapows. Repeat the direction ¢ 

The CHarrman. Yes. 

Mr. Meapows. In preparing these affidavits or statements, each 
homeowner should get the pertinent information in, such as his name, 
the address of the property involved, the loan guaranty number which 
is usually on VA correspondence. They should name the construction 
firm, the realty company, if there was one, the lender, and then go into 
the sequence of events, the history of what has happened, what you 
have done, and what you haven’t done, and the listing of the complaints, 

Then, of course, in a case like this or like the one that was mentioned 
over here, if you do care to also in addition to those individual affi- 
davits pull it together in a sort of a brief, that would be very helpful 
to Mr. Ayres, I am sure, and particularly on the subdivision issues 
where the same circumstances generally prevail. 

Mr. Donovan. All right. 

Mr. Epmonpson. I think the suggestion was also made that copies 
of correspondence or copies of legal documents where they are avail- 
able be supplied. That would also be helpful. 

Mr. Donovan. All right. 

The Cuatrman. If you have photostats of any correspondence you 
had, send that along and that would be very helpful. 

Mr. Donovan. All right. We will dig up what we have and send 
it to you. 

Now, here is mainly what we are after, No. 1 thing, that we cannot 
seem to get our specifications. We don’t know what we bought. We 
don’t know what we own. We can’t find out. 

We went to the construction company to see exactly what we had 
coming to us, what our home was supposed to be. They of course 
sent us to the bank. After going to the bank, they sent us back to the 
construction company. After going to the construction company, 
they sent us to the VA. After talking to the VA, they sent us back 
to the construction company. 

Mr. Mrapvows. What did the VA tell you specifically ? 

Mr. Donovan. What? 

Mr. Meapows. What did they say ? 

Mr. Donovan. They said the contractor has them. 

Mr. Meavows. They said they didn’t have them? 

Mr. Donovan. No. He just said the contractor has them. We 

called long distance from Akron to Cleveland, was switched from one 

man to the other. The man we talked to is in the audience. We 
gained nothing. I mean through the whole conversation we have 
absolutely gained nothing. We don’t know what we are allowed to 
have, what we are not allowed to have, and that is one of the biggest 
things that we do want to know, is what have we got in our home, 
what are we supposed to have, and what are the specifications on the 
house. 

The Cuatrman. You don’t have a copy of the contract that you 
signed saying what you purchased ? 

Mr. Donovan. I don’t even own a home yet; I mean, as far as I 
know. I haven’t received anything from the bank. I went to the 
bank to see about my payments, they don’t know anything about 
They sent me to the construction company. 

The Cuarmman. Are you living in the house ? 
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Mr. Donovan. Yes. I presume I own it but 

The Cuarmman. How long have you been living in it? 

Mr. Donovan. I have been living in it since F ebru: ary the 2d. 

Mr. Epmonpson. Have you checked the records to see if any deed 
has been recorded on it? 

Mr. Donovan. Yes. I haven't received anything yet or that I 
checked. 

The Carman. Has the final inspection been made, to your knowl- 
edge ? 

Mr. Donovan. We don’t know. I mean, that’s what we are up 
against. I mean, when I go through it all here, you will realize what 
I mean. 

Here is our list of complaints, our sidewalks, streets, and drain tile. 
We can’t even gain entrance to our house unless we walk through the 
mud. We have no fire protect ion ornomail. A fire truck could not 
even get up to our house should we have a fire. There are no drains. 
We have no drains from the house to the street, but on the model home 
they showed us, it did have, and we feel that we should have them, too. 
I mean, we bought it looking at this model home, thinking that that’s 
what we are going to get, but we ended up in not getting it. 

When I bought the home, why, I talked to the ; salesman and he said, 
“When you move into your house, the di iy before you move in we will 

call you, there will be a man from the VA there and a man from the 
construction company. The sy WwW ill dec ide your compli ints bee ‘ause 
with a new home there is usu: lly something thi at doesn’t actually meet 
the specifications, and you will go through it.” 

So upon the day of moving in my home—well, previous to this, or 
when he told me this, why, I talked to a very good friend of mine, 
in fact, I talked to an attorney. He says, “You have no worries if you 
are getting a GI loan. The Veterans’ Administration will protect you. 
You don’t have a thing to wor ry about because the vy arec lose to that. 
If the home isn’t up to specifications, why, they will lay the law right 
down then.” 

So I had no worries. I talked to another friend; he says, “You 
have no worries at all.” So it came time to move in my house, there 
was no inspector, nobody there but the fellow who I bought the house 
from. 

The CHamrMan. The salesman ? 

Mr. Donovan. No, an actual representative of the company, not a 
salesman. 

We argued about some points but nothing was actually clarified 
except that he promised a lot of things which still haven't been done. 

Now, I have down here “continuous lies.” I mean, no one has ever 
given me a definite answer. You call them and they will say, “I will 
be out tomorrow,” and one of the other gentlemen in the audience 
stayed off from work yesterday because someone was coming, which 
he did not come, because you have to have someone there so you can 
explain what it is. 

Then when we went to buy our home, when I moved in, when I 
bought the house to start with, why, they told me that my house would 
be ready on September ] 

The Cuarrman. When did you sign the contract ? 
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Mr. Donovan. In June. So in November when it wasn’t ready, and 
it wasn’t ready in January, and it wasn’t ready then, and on January 
23d to be exact it was ready, so I went down and signed the final papers 
and they told me that the bank had already set up my papers and I 
would have to pay the first month’s prince ipal. 

So I contacted the bank, that is, I paid the first month’s principal, 
and we went along that way. And then I contacted the bank and it is 
not set up with the bank, I mean as far as they are concerned, it is not. 
They told me that if I didn’t want to make a payment until they sent 
me a book, I didn’t have to, that they—— 

The Cuamman. Are you paying rent now ? 

Mr. Donovan. Iam paying something. I am paying their contrac 
tor a payment every month. Where it is going, 1 do not know. 

Mr. Mravows. How much is that? 

Mr. Donovan. $67.40. 

Mr. Mreapows. You send it to the contractor ¢ 

Mr. Donovan. I am sending it to the contractor. Now, that isn’t 
the major complaint. I mean, even if it was rent I could understand 
it. I mean, after all, just like you mentioned a while ago, you can’t 
live ina house for nothing. That’s fine and dandy. 

But now there was some other fellows who moved in that their 
house was supposed to be ready, oh, I think it was December the 1st 
and they didn’t get in until approximately when I did. There was a 
variation of a month. I can give that to you in that statement that 
you want. 

The point I want to bring out is that now that they have been in 
their houses, why, 2 or 3 months later they send you a bill for this 
interest like they told me on my first month, on my January house 
payment, which I didn’t move in until February. They say, “We are 
going to be good, we will pay the principal, you pay the interest.” 

So I mean, I thought, well, that’s fair enough, 1 mean I can’t kick 
even though I didn’t have the house, I didn’t live in it that month, but 
now they are coming back and billing us for the interest, too. And 
some of these people, that runs into quite a bit of money, because they 
had to wait for approximately 2 or 3 months. But now they wait until 
it gets old, they don’t bring it up fresh. They wait until it is 3 or 4 
months and then they send you a bill. 

When I moved into the house—here is some other thing—now, this 
is in general everyone’s home, not just my own. ‘The paint was very, 
very poor, no varnish on half of the doors. And we got together and 
had a meeting and we got in contact with the VA. We first got in 
contact with our city councilman and he suggested that we have a 
meeting in front of the councilmen in Akron. 

We contacted the VA and requested that a man from the Veterans’ 
Administration be there to clarify our rights of what we had and 
what we didn’t. Mr. Rose said that a man could not be present or, 
at least, he said that we couldn’t have a man. So we are having it 
tomorrow—or Monday. And so far we still haven’t heard anything, 
and otherwise it is a flat refusal that we couldn’t have a man to be 
there to help us along. 

Then there is still 40 homes that are not completed in our project. 
It seems that the VA has contracted down on those particular homes, 
someone hasn’t moved in, they are out there inspecting and doing 
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something about half the time, and they have made them finish the 
stairs going to the attic, boxed them in and everything else. They 
have made them put in collar joists across the top of the house which 
of course anyone would do. 

I moved in 2 weeks after some of the other people did and I asked 
them if they were going to do mine, they flatly told me no, they weren’t 
going to do mine. So I wanted to find out the reason why. So we 
started chasing these specs down, they call them specifications or specs 
or something. No one seems to know where I can get them, no one 
has them. I mean, I don’t know nothing, don’t know what rights 
| have, what rights I don’t have. 

Mr. Meapows. Let me break in here. I will clear that up. You 
go down and see Mr. Crawford at the Veterans’ Administration 
regional office. He will show you a set of plans and specifications 
and a copy of the VA regulations on the subject, if this is a project 
which has been set up for prior approval by the Veterans’ Adminis- 
tration, where they do have them. 

Mr. Banrz. Mr. Chairman, may I interject? I think it will help 
to clarify this situation. This gentleman is from the same town, the 
same contractor that is involved in this matter that was involved in 
our matter. 

Mr. Meapows. One other point, if that is the case. Is this an FHA- 
inspected project or a VA-inspected project? You talk about in- 
spectors of the VA inspecting out there all the time. 

Mr. Donovan. Well, understand, I was told that a VA inspector 
would inspect my house when I bought the house, the same as the rest 
of the GI's were told, as we were getting a GI loan. It was natural 
to assume that a GI inspector would inspect it. 

Now, when one of the other fellows a couple of weeks ago asked 
about moving into his house, and he says, “You can move in next 
week definitely,” he says, “Has it been inspected yet?” He says, 
“Don’t work about it, it will be inspected, it will be passed.” 

Mr. Meavows. But you don’t know definitely if it is a VA inspector 

x FHA inspector ? 

Mr. Donovan. I have never seen an inspector. I can’t seem to 
determine or find out where there is an inspector. I mean, the reason 
we called Cleveland because that would be better rather than to 
drive 30 miles up here to see if we could get any answer on it. Under- 
stand what I mean? 

The Cuarrman. Mr. Edmondson ? 

Mr. Epmonnson. I just have this question. What is the purchase 
price on your property and how much have you paid on it already? 
How much downpayment ? 

Mr. Donovan. The purchase price was $11,500 on our home. Down- 
payment was $850 plus the closing cost . 

Mr. EpMonpson. What did that amount to? 

Mr. Donovan. Well, it is varied. I mean, every one it seems that 
I talked to has a different closing cost. 

Mr. EpMonpson. What was it in your instance ? 

Mr. Donovan. $2.58. Another fellow right down the street has 
the same closing cost. They overcharged him $15. So far we have 
never been able to find out where the $15 went. 
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Now, there is two other fellows with me and possibly if I missed 
something, since we are here, 1 wonder if I could ask them if they 
have anything to say? . 

The Cuamman. We would be very happy to hear them. 

Mr. Donovan. Are there any questions you want to ask them? 

The Cuamman. No. I think you have covered it very thoroughly 
in what you have presented here, but the main thing is, 1 want to 
repeat again, that will help you is to file the statements and mail them 
to me for each of the individual homes that are affected. 

Mr. Donovan. Well, we went this far and I am sure that we will 
back her to the hilt. I mean, since we have done this much we are 
not going to stop now. 

The Cuatrman. I hope you do. We want to get at the bottom of it. 

Mr. Donovan. O. K.; thank you very much. 

The Cuamman. Thank you very much. 


STATEMENT OF RICHARD F. THEIS, A VETERAN, 
CLEVELAND, OHIO 


The CHarrMan. Will you state your full name and address? 

Mr. Tuets. Richard F. Theis, 2162 West 96th Street. 

Why, my complaint isn’t as bad as these fellows’ but the reason 
I am here is to find out why the VA in most cases approved these 
homes like all these fellows have trouble with when they don’t ap- 
prove an older home which is about 10 or 15 years old which is in 
much better shape, better made, better materials, and everything, and 
they don’t seem to want to go ahead and approve them. They give 
loans on these, like I wrote to you, these garages, that is all they are, 
| floor, no upstairs, no basement, and they want $12,500, and that’s it. 

The CuarrMan. Are you inquiring because there is a home that 
you would like to buy that you have been denied a loan on or are you 
just asking for a general policy statement ? 

Mr. Tuets. Mr. Sheldon I think his name is here took my picture 
and took a picture of the house that I had bought. I wasn’t able to 
get a VA loan on an older home and I wouldn’t buy and I will never 
buy a home that they are building now for $12,500. And if I had to 
do it again I would buy an older home even if I have to go ahead and 
take another FHA loan. 

So I would like to know why the VA is so hard to get a loan on an 
older home which is better built and which is far better in every 
respect. 

Mr. Epmonpson. Was it that the VA appraisal wouldn’t come up 
to your price or 

Mr. Tuets. They just wouldn’t even go out. They won’t even waste 
their time. 

Mr. Bontn. Mr. Theis, are you under the impression that the VA 
is pushing these new buildings? 

Mr. Tuets. I am; yes. 

Mr. Bony. And that is your purpose for being here? 

Mr. Tuets. Well, yes. I would like to know why you have got this 
inquest, why the reason is, why you just can’t get a loan on an older 
home. 

Mr. Bonrn. I hope it is not an inquest. 
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Mr. Epmonpson. Do I understand, Mr. Theis, that you made a re- 
quest for someone from VA to come out and appraise some property 
and they refused to even look at it? 

Mr. Turts. I looked for over 7 months. I went to four different 
real-estate agents and they told me after corresponding and in other 
ways that you don’t even have to bother about getting a VA because 
they wouldn’t even come out and look at it. 

Mr. Epmonpson. Did you yourself go to the VA and ask them to 
appraise the property or to give you assistance in connection with 
the purchase of this property and get a refusal 

Mr. Tuets. No; I never did. 

Mr. Epmonpson. You personally never made the request? 

Mr. Turts. I had this friend at the bank. He told me the same 
thing. 

Mr. Epmonpson. Are you sure that maybe it wasn’t the real-estate 
men who were wanting to push the new properties rather than the VA ? 

Mr. Tuets. No, because I will tell you. All the real-estate agents, 
they want to sell you a new house under VA, which I don’t know 
whether they get a bigger commission or what they get, but when you 
ask for an older home, then they give you the run-around. 

Mr. Epmonpson. But you personally are basing all that upon what 
real-estate men told you ‘ 

Mr. Trets. No. I have similar cases where I have a lot of friends 
that wanted to buy older homes and they have actually went down 
there and have got no assistance. 

The Cuairman. That is one of the things to be considered in this 
overall picture, and I appreciate your calling it to the attention of the 
committee and saying that that is a problem here locally. We will 
make a request for a report on the number of loans that have been made 
and the number that were made for existing structures. 

I think you have raised a very interesting point. It would certainly 
be of benefit to a lot of veterans who would rather have an older home. 

Mr. Turis. Yes. Well, in my case now, I have got my home, it 
doesn’t help me, but I would like if any of my cousins or brothers or 
someone goes and they come back, so it can be cleared up for them, too. 
That’s my point. 

Mr. Bontn. Mr. Theis, I didn’t get where you lived. You are a 
resident of Cleveland ? 

Mr. Tuets. Yes. 

The Cuatrman. Well, thank you. Mr. Theis. We will ask Mr. 
Crawford a question on that some point. Will you come up here just 
a moment, Mr. Crawford ? 

Mr. Epmonpson. Thank you, Mr. Theis. 

The CuatrmMan. Thank you very much. 

I don’t know whether you could hear this. 

Mr. Crawrorp. I didn’t get all of it, sir. 

The Cuairman. The gist of it was that the VA is not interested in 
making loans on older homes to the same extent they are on new homes. 

Mr. Crawrorp. That part doesn’t enter into the picture at all. 
They may have a little more difficulty financing some older homes 
right now, as I testified this morning, but as far as the VA is con- 
cerned, it doesn’t make any difference to them as long as the home is 
sound structurally and well appraised for the amount of money it is 
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selling for. Otherwise, it doesn’t enter into the picture at all, the age 
of the home. 

The Cuarrman. And the application comes to you ? 

Mr. Crawrorp. For appraisal. It simply runs through in the rou- 
tine manner. The new construction homes, of course, a great many 
of them come from the panel prior to the construction start and those 
are already made, there is no appraisal delay after the inspections are 
through. On the older homes, of course, they simply are assigned as 
regular routine. I don’t know what percentage there is now, probably 
40, 45 percent of all the stuff going through is on older homes. 

Mr. Epmonpson. That is the point I was interested in. 

The Cuarrman. You could provide that information for us. 

Mr. Crawrorp. Yes. Yes, that is part of our regular monthly 
statement that goes out of the appraisal section, how much new con- 
struction and how much old construction. 

The Cuarman. Thank you very much, Mr. Crawford. 

I think we have one other witness. Mr. Downing is the spokesman 
for the group. 


STATEMENT OF KENNETH E. DOWNING, PAINESVILLE, OHIO 


The CuatrMan. Just be seated, Mr. Downing. Give the committee 
your full name and address. 

Mr. Downine. Kenneth Downing, 212 Belmeadow Read, Paines- 
ville. 

Our complaints are dealing mostly with the construction of the 
homes. When these homes were bought, the purchase price was $8,300 
and it was on a $100 downpayment, and it was contracted for in 
October of 1949, and we moved into the home in January of 1950, or 
February. And at that time they had radiant heat, the hot water 
runs through pipes under the floor, cement floors, and the water is 
oil heated. 

The tanks are not large enough in the wintertime to heat the home 
and do a washing or take showers. You either got to do one and do 
without the other; when you have got heat, you don’t wash. And we 
complained about that and the contractor told us it was the furnace. 
So he put a new one in and I still couldn’t get any heat. And the one 
small bedroom in the rear I have never been able to get heat in it in 
3 years. 

The Cuairman. Mr. Downing, are you speaking just for your in- 
dividual case ? 

Mr. Downtne. No, these are all the homes operating the same way. 

The CuairMan. Are there other people here with you ? 

Mr. Downrna. Yes, I have two others with me besides my wife. 

Mr. Proury. How many homes are involved in this? 

Mr. Downrne. Well, right at the moment I have five statements 
here besides my own. These are the people that we were able to con- 
tact yesterday and today. 

The CuatrMan. Were you here when Mr. Meadows made the an- 
nouncement as to what procedure should be followed ? 

Mr. Down1ne. Just a short time ago, this second time I believe it 
was. 

The Cuarrman. Did you get that well in mind as to what was 
wanted on that? 








5SS8 INTEREST RATE AND DOWN PAYMENT ON GI LOANS 


Mr. Downie. Yes; and that way I can get fixed up. 

These people, my wife and Mrs. Gall: agher , were able to get ahold 
of them because I didn’t get home until time enough to pick every- 
body up and come back down here tonight. 

The Cuairman. As long as you understand the details that are 
requested in the affidavits, you go ahead just as Mr. Meadows said, 
prepare those and send them to me at Washington and we will be glad 
to make a survey of it. 

Mr. Down tine. All right. And then would we be notified then, I 
mean whether the contractor 

The Cuairman, You will be notified as to what the final outcome is ; 
yes, sir. 

' Mr. Proury. Did you have any blueprint or specifications of any 
kind ¢ 

Mr. DownineG. Only what I was able to see at the VA when we went 
down to sign final papers. I asked to look at them. 

Mr. Proury. They had some at the VA? 

Mr. Downina. They had some at the VA office. Those are the only 
ones we have seen. 

Mr. Merapows. Is it your position that the houses were not com- 
pleted or that some feature of them is not in accordance with the plans 
and specifications ¢ 

Mr. Downine. Yes, sir. None of these houses on Belmeadow Road 
in our estimation have been built to specifications. 

Mr. Mreapows. Do you know whether these houses were built under 
VA inspection ¢ 

Mr. Downinea. Yes, sir, they were. I think the gentleman’s name 
was Frye, a VA inspector, around 1590 I think it was. 

Mr. Mravows. Have you taken your complaints to the Veterans’ 
Administration ¢ 

Mr. Downtna. Yes. 

Mr. Meapows. What response did you get from them ? 

Mr. Downrinc. This Mr. Frye came out and went to all our homes 
on Belmeadow, wrote down what the complaints we had were, and that 
was the last we ever heard of it. 

The CuHairmMan. If you will pardon me just a moment, there seems to 
be a lady in the back of the room who wants your attention for a 
minute. 

Mrs. Downtnea. I am Mrs. Downing. The man’s name was Mr. 
Fuerst and it was a $220 downpayment. 

Mr. Downine. She is including the escrow and closing cost. Mr. 
Fuerst was a VA inspector. 

Mr. Meapows. He came back on the complaints which presumably 
would have reflected his initial inspections and you heard no more 
from him? You heard no more from the VA at all? 

Mr. Downine. No,sir. And Mr. O'Leary, the man who lives across 
the road from me, his furnace blew up and covered the hall and what 
not with soot, and pipes, and the chimney blew out of the top of the 
house, and he was almost a month getting that fixed, and he had to go 
directly to the contractor and it was more or less with the threat of 
doing something without the VA’s help that it was done. 

Mr. Proury. You say you had a new furnace installed ? 

Mr. Downrna. Yes, sir. 
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Mr. Proury. Was that after the VA inspector had been there the 
second time / 

Mr. Downine. No, that was before. 

Mr. Proury. Were new furnaces installed in any of these other 
places ? 

Mr. Downina. Not to my knowledge. 

Mr. Proury. Just in your home? 

Mr. Downina. I called in the Standard Oil Co. representative and 
it was on his recommendation that this new one was put in. 

Mr. Proury. That was without cost to you? 

Mr. Downina. Yes: because we could never get the heat. In some of 
the homes it is the bath, in some of them it is a large bedroom, and in 
some of the homes you can get a lot of heat in your living room and 
you go to bed and you freeze. 

Mr. Proury. Are there also other construction defects and difficul 
ties besides the heating ? 

Mr. Downina. Yes, sir. 

Mr. Meapvows. There are other items 4 

Mr. Downing. Yes, sir. The siding on the house, Mrs. Gallagher, 
the lady that is with us tonight, every time the wind blows, it just 
doesn’t have to be a heavy wind or that, the corner of her house starts 
to lift up and lets the air through. 

Mr. Meapows. You are on a concrete slab / 

Mr. Downina. Yes, sir. 

The CHamman. You state all of those individual complaints and 
the charges in each of your affidavits. 

Mr. Down ine. All tight, sir. 

The Cuarman. By each individual. We certainly thank you for 
coming in, Mr. Downing. 

We thank all of you gentlemen for being so patient and bearing with 
us this evening. 

We will adjourn until 9: 15 tomorrow morning. 

(Thereupon, at 10:20 p. m., Friday, March 20, 1953, an adjourn- 
ment was taken to Satuarday, March 21, 1953, at 9:15 a. m.) 





INTEREST RATE AND DOWNPAYMENT ON LOANS GUAR- 
ANTEED BY THE VETERANS’ ADMINISTRATION 


SATURDAY, MARCH 21, 1953 


Houser or Represenrarives, 
CoMMITTEE ON VererAns’ AFFAIRS, 
Counci, Cuampers, Crry Hatt, 
Cleveland, Ohio. 

The committee met at 9:15 a. m., Hon. William H. Ayres (chair- 
man) presiding. 

The Cuarman. The committee will come to order. 

As we announced yesterday, it is not the purpose of this committee, 
which is a subcommittee of the Veterans’ Affairs Committee of the 
House of Representatives, to harass or embarrass any of the witnesses 
who are appearing before us. 

The purpose of the committee is to gather facts regarding the GI 
housing program, the loan guaranty program, and the direct loan 
program. 

If it appears to any of you that the members of the committee are 
asking rather pointed questions, I assure you it is because we are at- 
tempting to gather the necessary information so we can report back 
to Congress and attempt to pass proper legislation to correct some of 
the existing evils we may find, and make a better program for the 
future. 

Members of the committee are Mr. Bonin, of Pennsylvania, to my 
right, and Mr. Prouty, of Vermont. 

To my left Mr. Teague, of Texas, and Mr. Edmondson, of Okla- 
homa. 

The first gentleman we will hear from this morning will be Mr. 


Miller. 


STATEMENT OF CLINT MILLER, PRESIDENT OF THE OHIO HOME 
BUILDERS ASSOCIATION, AKRON, OHIO 


The Cuarrman. If you will, tell the committee your full name, ad 
dress, and under whose auspices you are appearing before the com- 
mittee. 

Mr. Mitier. My name is Clint Miller. I am the president of the 
Ohio Home Builders Association. I live at 69 Edgerton Road, Akron, 
Ohio. 

I have turned over to the chairman this morning, gentlemen, a group 
of affidavits from our different builders’ associations throughout the 
State of Ohio which are somewhat similar in context relative to the 
availability of GI financing and the reasons why we, 1u our phase of 
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the business, feel that it is the main reason why housing is not avail- 
able in greater measure for the veteran. 

With your indulgence, I would just like to repeat here something 
that I made - a month and one-half ago, and it is very brief, and will 
probably explain quicker and better the reasons why I feel that way 
than anything else I can say. 

There has never been a period in the last generation when the de- 
mand for money has been as great as at the present time, and in my 
opinion this condition will continue unabated during 1953. Capital 
investment by American business rose to new heights during the past 
year and will increase in the months ahead. More than ‘4 bilhons 
of municipal bonds were issued in the same period in addition. The 
refunding problems connected with the national debt, about one- 
third of which is subject to payment on demand or due in a year or so, 
will not lessen the demand for money. Defense spending is going to 
continue high during the months ahead. With consumer spending 
likely to remain on the same level, all of the foregoing added together 
will create the greatest demand for money in our history. 

If we in the building business are to maintain a high level produc- 
tion of approximately a million homes per year, in order to house all 
segments of the American people, a more realistic attitude on interest 
rates must enter the market place on Government guaranteed 
mortgages, 

The VA has doggedly held to the 4 percent interest rate in their 
belief that it helped the veteran. In my opinion, it has actually 
harmed him, and has led to practices which are highly undesirable. 
It is, as someone recently stated, fast becoming a wolf in sheep’s 
clothing. With governmental borrowing costs on some of its other 

‘types of sec a having reached a new 19-year high during the 
past month, it seems somewhat fantastic to adhere stubbornly to in- 
terest rates on 'F HA’s and especially GI’s to the point where they can’t 
begin to compete in the open market place, in this hectic demand for 
money which has prevailed the past year and will continue. 

The average GI knows little or nothing about interest rates or its 
effect. on his ability to buy a home. His main concern is how much 
down payment and how much per month. The increase from 4 to 
114 percent per month on a 20-year loan of $10,000 would be $2.70 
per month extra. The same amount proportionally would apply to 
FHA loans and an increase of one-quarter percent will add $1.40 a 
month on the cost of a $10,000 loan. 

If this were done, I believe the large investors, who historically 
prefer to buy home mortgages, will suddenly find large sums avail- 
able for our needs in the building business. 

I also feel that if the yield is increased on all FHA and GI mort- 
gages, these same investors may not be as rigid in their underwriting 
requirements and be willing again to go to a 25-year period instes ud 
of a 20-year as generally prevails today. 

I think these are the most important things to be accomplished in 
the mortgage finance field at the present time, in order for our in- 
dustry to do a good housing job during 1953. 

I also have one other comment to make, and that is this: At the 
present time, by directive, I believe that on FHA’s and GI’s to be able 
to secure a 25-year loan, it is necessary that the loan or the sale price 
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be less than $12,000, and in so many cases of underwriting with GI's, 
because of our inability both directivewise on loans and also from 
the feeling of some of the ultimate buyers of the mortgages, many 
veterans are prevented from securing homes. 

I believe that is all the comment I have to make at the moment, 
unless, gentlemen, there are some questions. 

The CuarrmMan. There will be some questions, Mr. Miller, but at 
this time we will insert in the record an affidavit in support of an 
increase in GI mortgage irterest rates. 

We will just insert the me affidavit, although there may have been 
about a dozen home builders’ associations throughout the State that 
have submitted them, but this will suffice since they are all practically 
identical. 

(The affidavit above referred to is as follows:) 


AN AFFIDAVIT IN SUPPORT OF AN INCREASE IN GI Morreacrt INTEREST RArES 


Now comes L. L. Blackman, who, after being first duly sworn, deposes and 
says that he is the president of the Home Builders Association of Cleveland; 
that said Home Builders Association is composed of 230 members engaged ‘in 
the regular building and sale of homes as well as the building-supply business 
in this county; that GI loans are not readily available to veterans in this area 
2nd that in his experience and opinion the chief reason for the unavailability 
of GI loans is the fact that the interest rate for such loans has not been per- 
mnitted to rise with other going rates above 4 percent. 

Deponent contends that holding this rate at 4 percent acts to deprive veterans 
of the benefits intended under the Veterans’ Housing Act. Under the present 
rate, there is no VA money available and veterans must pay 5 percent or more 
in order to own a home. Deponent further states that he has frequent occasion 
to discuss housing with veterans and that most veterans have no objection 
whatsoever to a one-half-percent increase in the interest rate for GI mortgage 
loans; that most veterans, in his experience and opinion, are interested in 
buying a home requiring a minimum down payment and 20 to 25 years’ amortiza- 
tion; that most veterans consider a one-half-percent increase inconsequential 
compared with the advantages of having other benefits available to them. 

Deponent further states that in his opinion the existing rate of 4 percent is 
unrealistic today for it was established at a time when interest rates were much 
lower; that with high-interest rates prevailing in all fields, no lending institu- 
tions will be willing to reenter the Gl-mortgage market until the rate is brought 
into line with current conditions. 

Deponent further states that in his opinion the interest rates on GI mortgages 
should be increased to 44% percent per annum and that, by so doing, lendable 
funds will be attracted to that market and veterans will benefit thereby 

Signed, L. L. Blackman. 

State of Ohio, Cuahoga County. 

Sworn to before me and acknowledged in my presence this 3d day of March 
19338. 

Signed, William M. Pennington, notary public. My commission expires Feb 
ruary 9, 1956, 


The CHatmrMan, Mr. Miller, in your statement that you just referred 
to, the increase in interest rate as perhaps eliminating some of the 
now highly undersirable practices, would you care to enlarge on that? 

Mr. Mitier. Well, I heard the statement made by Mr. Herb Colton, 
the legal counsel of the National Association of Home Builders, made 
on the public platform in Chicago approximately 2 months ago, when 
Mr. King was theer, Mr. Foley was there, and Mr. Green was there 
from the 3 agencies, and some of us from the building industry 
and the mortgage field, that 99 percent of the builders in the United 
States were doing business and selling mortgages not in conformity 
with VA regulations. That was made publicly, so I see no reason 
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why it can’t be reiterated, particularly as it applies to discounts; and 
they said—the vice president of one of the large insurance companies 
in the East said their organizations would not buy GI loans because 
their legal counsel felt they couldn’t legally buy a GI loan at a dis- 
count, and that it was not spelled out clearly enough to the buyers 
of mortgages that it could be done so the builder or the local origi- 
nator of that mortgage could not help but be in violation. 

Of course, discounts, as you are well aware, are running anywhere 
from 2 to7 and 8 percent throughout the country. 

The Cuarman. We had the statement made here yesterday, Mr. 
Miller, that in some instances a builder could get a loan if he paid a 
fee as high as 5 percent on the appraisal price to the lending institu- 
tion that was volng to handle the loan. 

Have you throughout the State of Ohio experienced any of that 
in any particular locality ? 

Mr. Miiier. Well, legally, a mortgage institution or a maker of a 
GI loan can only charge 1 percent to the veteran, and the mortgage 
institution who must ultimately sell that mortgage has got to sell it 
at a loss and isn’t going to do that too often to stay in business, that is 
oby ious. 

The Cuamman. Well, the inference was made that there was enough 
margin in the price of the house so that the builder had that percent- 
age to play with. 

Mr. Mitier. That I do not believe, Mr. Chairman, from the events, 
particularly in the local VA office. 

Complaints have been quite wide that it is under an unrealistic 
appraising, and some of the builders have stated, and some of them are 
here and are more able than I to recite their stories, that some of them 
are leaving the business of building homes, particularly those in the 
GI's class, because of unrealistic appraisals. There is the question of 
higher cost, labor is asking for more money, keener competition, and, 
personally, I haven’t had any knowledge of where any builder would 
have a cushion under present circumstances to enable him to take the 
discount. 

Yes, in some cases they do it to get out and say, “I am not going to 
build any more.” 

The Cuarrman. Mr. Teague? 

Mr. Treacur. Mr. Miller, what is your business ? 

Mr. Mitier. My business, Mr. Teague, is the real-estate mortgage 
loan. 

I am vice president of the Herberich-Hall-Harter Bankers’ Guar- 
anty Title organization in the city of Akron. I have been in this busi- 
ness for about 25 years, have built many thousands of homes, and 
appraised and financed. 

Mr. Tracur. Well, in the case of a veteran’s home, could you tell us 
just what your company does, and what you receive, for example, of a 
home, let us say, of $12,000 ? 

Mr. Mitier. You mean in the making of the deal ? 

Mr. Tracue. Yes. 

Mr. Miter. In the drafting of the mortgage papers? 

Mr. Tracur. Yes. Actually, what do you do in the process of this 
deal for a home, and what returns your company gains from that on 
a $12,000 home. : 
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Mr. Mituier. The one that we have built or for which we are a 
broker? You see, we have 

Mr. Treacue. Take the one that you have built. 

Mr. Miuier. Well, we build the house and we sell it, and then we are 
a mortgage broker. We are not a bank. 

We have to dispose of our mortgages to various institutions through- 
out the country, particularly in the East. The discount is taken out of 
our sales commission, which has to be done, the only legal way it ean 
be Pc and it is purchased by one of the large eastern institutions, 

Mr. Bonin, oles is head of our mortgage department and is a little 
bit more familiar with the details of that, is in the audience, if you 
would like to call him, Mr. Teague. I believe he can spell it out a 
little sharper than I can. 

Mr. Treacur. I believe that is all. 

The CHarrman. Mr. Meadows? 

Mr. Meapows. With regards to this question that Congressman 
Ayres was asking you about, where this discount comes in, you indi- 

cated that possibly some builders had to resort to that to get out from 
under a situation. 

Mr. Mriter. That is right. 

Mr. Mrapows. Well, I could see that could easily happen. 

As a matter of fact, we had testimony here yesterday that indicated 
that that did happen in one case, but that same gentleman testified 
that he has recently been brought a proposition by someone who is 
eager to go into a $2 million deal on that same basis; that it is not 
getting out from under anything. 

He, himself, testified that he had gotten caught and had been forced 
to submit to this discount practice, but then he also testified that some- 
one had come to him with a proposition which would have amounted 
to 5-percent discount, and that the builder was actively seeking a place 
to place this mortgage paper with a 5-percent discount, which he would 
absorb, apparently. 

So, in that respect, and particularly realizing that every day we 
have—in Washington, particularly, every day we have new projects 
scheduled, running into large numbers, 100, 500, and more, they are 
going into it on that arrangement, it seems to me that your expl: na- 
tion is a little inadequate; that many builders are going into this 
discount arrangement and the money is coming from somewhere, wa 
I am assuming there is enough cushion in the price of the house for 
the builder to pay the discount. 

Mr. Mitier. There may be, Mr. Meadows. If there is, they are a 
little bit sharper than I am or a little bit better of an appraiser than 
[ am. 

Mr. Meapows. Can we draw this other conclusion, it has to come 
from somewhere ? 

Mr. Mitter. I will give one illustration, without mentioning names, 
because I have traveled all over the country and Ohio, and a well 
known builder from the southern part—we were in Chicago last 
month—is wealthy enough to carry his own paper, and these were 
all GI’s, and he has his own paper which isn’t true of one out of a 
thousand, Mr. Congressman. 

Mr. Mravows. I think that is true of the man yesterday. 
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Mr. Mitzer. And he had $400,000 worth of paper with him, trying 
to dispose of it, and the best market that he was able to find in this 
area or in Chicago or New York was 5-point discount. 

He said that is $20,000. He said, “I have got to quit. I can’t make 
out. I might as well have done nothing this past year.” 

I quote him as an example because I don’t know all the incidental 
problems thereto, and he said, “If this happens, I am just going to 
quit or not build any more GI homes because I can’t do it.” 

Mr. Meapows. But, certainly, there is no escaping this conclusion, 
that many builders are going into that sort of an arrangement with 
their eyes wide open, knowing exactly what they are getting into. be- 
cause there are new subdivisions started on every day on that. basis, 
but I do not want to So point any further. 

Another facet of it, one of the arguments advanced toward in- 
creasing the interest rate is, and I think you expressed that, we might 
alleviate this undesirable practice of discounting and, in turn, that 
burden would be taken off of the builder and he. in turn, would re- 
lieve the home purchaser of that extra amount that obviously must 
be in the house to cover that discount ? 

Mr. Miter. Yes. 

Mr. Mrapows. In your opinion is there an assurance or would there 
be a positive saving in flow to the builder or to the purchaser if this 
discount practice is discontinued ¢ 

Mr. Miter. I actually believe there would be, Mr. Congressman. 

Mr. Meapows. I am not a Congressman; I am with the committee 
staff. 

Mr. Mixer. I beg your pardon. 

Mr. Meapows. You think there would be a positive flow of savings 
to the purchaser / 

Mr. Mitier. I feel that for this reason: Lets say the bloom is off 
the rose in this housing business. We are in a highly competitive 
market, a highly competitive market. You have got to give a better 
piec e of mere che indise tod: ay for less money, and that I believe, at least, 
is my hope—call it the old Ford idea. To be able to build more houses 
for more people for less money bro: idens your market. 

As I mentioned, the additional cost of this interest rate, the average 
mortgage only last 8 years, Mr. Meadows. Well, then, here is a half 
of 1 percent on a $12,000 mortgage. That is what? Thirty-two dollars 
and some-odd cents a year. Multiply that by the credit that the vet- 
eran gets back on his first year’s interest. 

This talk of it costing him so much more money, golly, if we could 
get 3 percent money we would be tickled to death. We would be tickled 
to death because we do a marvelous housing job, but it just isn’t there, 
even on governments. These big investors and buyers of money are 
able to return on it 214 today, 2.87 tax free from any source what- 
soever. 

Mr. Meapows. Certainly, Congress would need assurance, pretty 
nerve assurance that an increase in the interest rate would lessen 
the burden that appears in the pricing pattern now. Certainly, one 
wouldn't want to continue to pay the same price for the house and 
then the interest rate, too. 

Mr. Mier. That is right. I think it would eliminate it com- 
pletely, because here we are competitivewise. This isn’t 5 years ago. 
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We have got to build a house today where a man could look at a dozen 
of them, where maybe he didn’t look at one before because there is 
competition in the market place. We have got a rising increase in 
price to fight with to stay in business. It seems so foolish to have to 
worry about an interest rate, when it is such a negligible thing. 

I have talked to hundreds of veterans. Your chairman has sent 
many, many down to me, because our organization probably has made 
more GI loans than anybody in the city of Akron, to try to work this 
problem out. I tell them why. I take the time and spell it out, and 
they just can’t believe it because they don’t know. 

The veterans comprise the cross section of the buying public because 
they are young and want homes, and there are 9 or 10 million yet. 
including the Korean veterans, a fantastic number, but the need is off 
of the building field. We want to sell them. We want to build houses 
on a going market. 

I was in at the beginning of this GI program in 1944, when it was 
first explained. Money cost then, in all phases of it, even to the 
Government, the Federal Reserve, half of what it does today. The 
money cost to even the finest borrowers in the United States, whether 
it be GE and United States Steel, on 90-day notes today is 3 percent. 

We just can’t sell these men. It is all a question of yield, gentlemen, 
and I think these abuses are in competition in the market place. 

When you say the interest rate has never gone down, to the best of 
my recollection FHA started at 514 percent. 

Mr. Meapows, Yes, that is correct. 

Mr. Mitier. When they came into being in 1934 or 1935, and, 
historically and traditionally, they have come down. 

There has got to be a rate in this market that commands and will 
get money. We will do a job, and we will do a good job competitive 
wise. Competition forces that, Mr. Meadows. 

Mr. Meapows. One other question, then, somewhat along that line. 
| know in your capacity with the home builders and as a businessman 
and a builder you have heard a great deal of conversation and com 
plaints about shoddy construction and that sort of thing. We had 
a session here last night, which is not unusual, which has been re 
peated before these committees many times in many cities. 

Mr. Mrrzer. I am aware of that particular condition, incidentally. 

Mr. Meapows. And as an outgrowth there has been more and more 
conversation about some sort of mandatory warranty, and it is m) 
understanding that the national association has adopted a position 
that they favor a voluntary warranty for their members. 

Mr. Mitirr. That is right. 

Mr. Meapows. I was just wondering if you could comment and 
give us your opinion as to the desirability of some additional protec- 
tion in the form of warranty provisions in the law, and also your 
description of the use that you are making of this voluntary warranty : 
what kind of a job it is doing; how it is being accepted among the 
builders in your own State. There are two questions there. 

Mr. Murr. Yes. 

Well, it is being accepted quite widely. In general I would say, in 
the great bulk, most of the builders in this building business have 
done a good job. 

Mr. Meavows. Of course, I know when you say that, realizing that 
1 or 2 percent could cause an awful lot of trouble. 
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Mr. Miturr. That is right; I appreciate that, but, in substance, I 
think the housing industry has done a good job. Maybe that doesn’t 
come well from me, but ‘have traveled the country, the eastern part 
particularly. 

Now, take our illustration. We have never put out a question of 
warranty. I hate to make a personal observation, but I have built 
houses and many other things for a period of a quarter of a century, 
and I think, as your chairman might say to you, that we have got a 
good reputation in the building field. We never had a warr: inty, but 
sometimes, 2 and 3 years later, we have gone back and done that thing 
which we felt should be done to maintain a good reputation. Pardon 
the personal observation 

On the question of homes, the national association and the State 
issociations, and the great bulk of local groups, do not countenance in 
any way the shortcomings of the johnnies-come-lately and some of the 
things that have taken place in the exception, as you have mentioned 
here, in the building field. 

I would be awfully careful and I would be awfully reluctant to con- 
sider a mandatory, spelled-out guaranty by Congress until some of the 
manufacturers of some of the equipment and materials that go into 
that house go beyond a 90-day period. After all, when a door goes 
bad, it is the builder that takes care of it. The manufacturer says, 

“Oh, it is the humidity, or it is the dryness”; it is a million things. 
It is ultimately the builder that takes it. 

We in our field, in my particular field, have always felt we would 
allocate about S75 to a particular house to vO back and take care of 
those things within a reasonable time. Sometimes it has been 2 and 3 
years later, but I would be awfully careful until some of the products 
that come from our national organizations, large companies, would 
also come out with a guaranty that would back the builder up, and it 
just wouldn’t cost more money. You would have to be awfully care- 
ful as to how it would be spelled out. 

Mr. Mrapows. Of course, there is no question that you, as a mass 
builder, buying a thousand doors at a time or 500 washing machines at 
a time, are in much better position to demand performance from the 
seller than the veteran who buys one house from you. 

Mr. Mitter. You do on price, pretty much, but you don’t so much 
beyond their general practice. 

Mr. Meapows. It would seem to me he would have a great incentive 
to make good reasonable defects if he expects to sell you any more 
equipment. 

Mr. Mitier. They have pretty much. 

I would say the big curse of this building business, as I have seen it 
over a period of a century, is wet basements, leaking roofs, which are 
minor, and inadequate heating plants. 

Mr. Meapows. Bad drainage? 

Mr. Miter. That is in combination with the basement. And the 
average builder today that 7 t take those precautions isn’t going 
to last in the business. As I say Ly, competition is in the market place i in 
great measure. 

The Cuarrman. Mr. Prouty? 

Mr. Proury. No questions. 

The Cuatrrman. Mr. Bonin? 

Mr. Bonrn. I have one question I want to ask Mr. Miller. 
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I heard you state that there is is an unrealis tie appraisal by the 
Veterans’ Administration, and probably you include FHA in that, too 

Mr. Mituer. Not quite as much. 

Mr. Provry. Would you be inclined to tell this committee, then, that 
if that unrealistic appraisal value exists by the Veterans’ Administra- 
tion’s appraisers would then cause builders to put inferior quality and 
workmanship into the home ¢ 

Mr. Mititer. No. I wouldn’t say that because he must build to a set 
of specifications, Mr. Congressman, that must go in ahead of time, 
and he has got to build according to those. 

There are some representative Cleveland builders here this morning 
that could db a better job in telling you and answering you that ques- 
tion than I could. 

Mr. Bonin. Well, then, why was it that we heard so many witnesses 
testify yesterday that the veteran doesn’t even see the specifications ; 
he doesn’t see blueprints; he doesn’t see contracts; he doesn’t see a 
deed, even, until he finally receives it ¢ 

Mr. Mitier. I can’t answer that question because I wasn’t here, but 
when I heard that this committee was going to visit this part of the 
country on possibly overappraising, by the same measuring stick, some 
of the builders—many of the builders said, “How about under- 
appraising /” 

Mr. Bonry. Well, that is just what I am trying to determine, on 
the basis they are not realistic appraisals, which to me would mean 
they are not high enough. Then, on the opposite side, where there are 
accusations that appraisals are entirely too high, I would like to find 
where the happy medium is on this appraisal situation and whether or 
not it exists within the VA itself. 

Mr. Mitier. Well, I think there are certain rules and regulations 
that are promulgated possibly on the Washington level, as far as the 
VA is concerned, to a degree, over which the local office has no control. 
The red tape is tremendous, Mr. Congressman. The detail that is re- 
quired staggers the imagination. As I say, that is no problem here or 
criticism I make of that because it emanates from Washington, but 
the rules that have been broadened in the past 6 to 8 months in the 
VA and the time necessary and the red tape to get this job, many of 
the builders have just thrown up their hands. 

A large builder maybe will take the time, the effort and the money. 
The smaller builder or the individual builder just says, “I am sorry. 
I can’t take the time or money.” 

Mr. Bonin. Well, then, you might be in a position to tell us how 
can we eliminate the red tape involved in that. 

Mr. Tracue. Of course, a lot of red tape comes out in the field, too, 
when you find out that boys are sold homes on a little scrap of paper 
and things of that nature. When that gets to Washington, then they 
have to promulg: ite regulations to try to see that things : are handled in 
a proper way away from W ashington, also; and that, in my opinion, 
has been one of the biggest factors in causing red tape. 

If you would have seen the situation last night, under what circum- 
stances the boys bought homes, the kind of paper they received, signed 
in pencil, and a dozen other things, they have to make regulations ‘that 
will protect the veteran and the Government and the taxpayer from 
that type of builder and that type of man that is doing business. 
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Mr. Miter. Of course, I have no comments to make on that. 

Mr. Tracur. I thought you said a while age you were familiar with 
this case that you stated last night ? 

Mr. Miuter. To a degree, but I wasn’t here. 

Mr. Teacue. Does that builder enjoy a good reputation in Akron? 

Mr. Mitier. He has been doing some good building. I wouldn’t 
concur as an individual on some of the things he has done. 

Mr. Tracur. We have been all over the country and have found 
that type of builder; although his papers are correct and legally he 
has done nothing wrong, morally he is just as crooked as he could 
be. That kind of person is the kind that causes much of this red tape 
that comes out of Washington. 

Mr. Miter. Mr. Congressman, you haven’t mentioned any par- 
ticular names. 

Mr. Teacue. I don’t intend to. 

Mr. Mixter. You don’t intend to. 

When I said that I was familiar with this case, Mr. Chairman, was 
I referring to the same one that we had talked about ? 

The CHarman. Yes. 

Mr. Miter. I don’t know whether I should comment on that or 
not, Mr. Congressman. 

The Cuarrman. I think, Mr. Teague, since we have requested the 
information, both from the Veterans’ Administration and the affi- 
davits from the individuals, that it might be in order, since Mr. Miller 
has stated his familiarity with it, that you, too, Mr. Miller, file with 
the committee any details or opinions that you may have concerning 
that operation. 

I think the point was brought up in a private session with two 
of the individuals whose mortgage papers had been handled by your 
company. Was that correct? 

Mr. Mitxer. That is correct. We are the mortgagee and the loaning 
agent. 

The CuarrMan. So, in view of that fact, it perhaps would be 
advisable, and I will put that in the form of a request, that you file 
with the committee during the next week any information that you 
have that you think might be helpful in clarifying the uncertainty 
of the situation. 

As Mr. Teague pointed out, one gentleman showed the only piece 
of paper that he had in his entire transaction. 

Mr. Murer. That we don’t know, Mr. Chairman. I refrain a little 
bit from entering into that, Mr. Congressman. 

Mr. Tracue. I am sorry I mentioned it, but the point I was trying 
to make 

Mr. Mitxer. I would be glad to talk to you on the personalized side 
of it if you would like to do so. 

Mr. Tracur. We had a similar committee a year ago that went 
more into abuses, Mr. Miller, and I was completely disappointed at 
the apparent closing of their eyes to the Home Builders Association, 
and we went to your national organization in Washington and asked 
them many questions and asked them to confer with us, and they 
never did do it and never would do it until when we finally got it, 
it was only after they felt they had to do something. 
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It just seems to me that you people, in the kind of organization you 
are, can do much on this thing of abuses and shoddy construction 
and that kind of thing without trying to put something in law. 

Mr. Mier. I think we have, and I think we are, Mr. Congressman. 
I say that with the utmost sincerity. 

Mr. Tracur. I hope you are because I think you people are in the 
best position to do some good in this, better than any other group of 
people in our country, and I think a good job is being done. 

Mr. Minter. When you ask me to do this, Mr. Chairman, we have 
no part of the construction, we have no part of anything. We were 
the mortgagee in this particular case, and I would like to, not for the 
record unless you insist on it, spell out just what we did and what they 
told me. 

I injected ourselves and myself into that particular picture to find 
out what it was all about, not knowing a thing about it, Mr. Congress- 
man. 

The CuarrmMan. Well, then, my only reason for making the request, 
Mr. Miller, as Mr. ‘Teague will confirm, whenever he has gotten into 
one of these transactions in the past, it was usually a three-way deal, 
at least the buyer, the seller, and the mortgagee. It is for information 
and background facts that they may have, that are of interest to the 
committee, and this isn’t a personal feeling on my part. 

Mr. Mutter. I know that, Mr. Chairman. 

The CuarrMan,. But it is the committee’s wishes on it. It might 
help to clarify the entire situation and find out why the veteran doesn’t 
understand what he has presumably bought and yet hasn’t received, 
why he thinks he was entitled to it. 

Mr. Miuter. I will say in passing it was probably lousy public re- 
lations in great measure. 

Mr. Meapows. You recall this veterans’ committee was active last 
year, and they got into some very serious situations in New Jersey. 

Mr. Miter. I understand that. 

Mr. Meapows. And the State organizations, similar to your own 
here, of home builders, were quite effective in the State of New Jersey 
in forming grievance committees, I think they called them, and actu- 
ally lending some concrete assistance to rectify some of the situations 
which occurred, and I feel sure that perhaps Mr. Ayres is making 
his request of you as president of this State organization, and cer- 
tainly I think that you might lend assistance of the same nature that 
was provided in New Jersey. They did a good job there, at least in 
helping to rectify some diffic ulties. 

Mr. Mitzer. All right, sir. 

Mr. Proury. Mr. Miller, as the mortgagee in this particular case 
in Akron, aren’t you concerned with the type of contractors with 
which you are doing business? 

Mr. Miuter. Yes. I will say this, Mr. Congressman, hitting a little 
bit more on that particular case, that I went out there and I think 
that you will find that 99 percent of those people will say to you one 
thing: They are h: appy in their homes and they like their homes and 
it isa good house. They told us that. 

We went out in the rain one day and spent about 2 hours with them. 
They liked the home, they have no quarrel with it, it is well con- 
structed. 
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The problem in that particular case was the grading, the outside 
grading, which we have got corrected, and also some lack of what I 
cal] good public relations. 

I don’t magnify it and I don’t oversimplify it, but we are vitally 
interested because we do a big business and because we lived with these 
people for a quarter of a century, maybe. 

Mr. Proury. Judging from some of the testimony last night, they 
are certainky not all satisfied. 

Mr. Mitter. We didn’t do it, we didn’t build them. We were the 
mortgagee which realized certain funds upon the approval of the VA 
or the FHA that this was O. K. to do so. 

Mr. Prevry. Yes, but it seems to me as the mortgagee you should 
have a very definite interest. 

Mr. Miuirr. That is what we did do. 

Mr. Prouty. On your own statement. 

Mr. Mitter. When we found this out, we immediately went out in 
24 hours’ time; Mr. Bone, who, as I said, is head of our mortgage 
loan department, and myself. 

Mr. Treacve. Would you have any suggestion as to how we might 
make a veteran more aware of what he is going into—the Government 
is not going to completely take care of him in buying a home—that 
he does have the responsibility himself of checking into what he is 
buying ? 

Mr. Mitter. We have told them that. As I said, we have made 
more veterans’ loans than anybody else, and we have talked with them. 
[ have spent many hours on it. I have offered to go before veterans’ 
groups, such as the American Legion, the Veterans of Foreign Wars, 
and I was on a panel with them, a couple of their groups in Akron, 
to let them realize that a veteran is no different than anybody else, 
like my brothers or son. He is in many cases intelligent, I hope, like 
some of my family, and his responsibilities go with the problems. 

The Government and Congress in 1944 enacted a bill which said in 
substance, “This man doesn’t have a lot of money. We will loan him 
or guarantee a loan made to him up to $4,000 to buy a home,” and later 
that was changed to $7,500. 

But just turning to that phase of it a little bit, Mr. Congressman, 
many of the criticisms leveled at the building business—I am not 
speaking of some of these real abuses that have taken place, and 
we will not condone those in any way, shape, or form—the veteran 
has felt, as many have felt with the FHA in the past years, that 
somebody was going to take care of them for the rest of their lives. 
If the base plug went bad or some little thing went bad, why, they 
were going to have somebody take care of it. 

Now, how do you accomplish that, the intent of Congress, with all 
of these things that surround him, such as inspections, the final 
approval, the examination of the papers, the current reasonable value, 
the CRV’s that come in, all of these hedges thrown around him? But 
he should be made well aware that the intent of the Congress was to 
enable him to get some money to buy a house, and stop. Interest rate 
didn’t even enter into that picture at that time. 

Mr. Teacur. We had a young man last night among a whole group 
of them, where every paper they signed was in blank and never 
saw the plans or specifications. They had some kind of little sales 
agreement that was signed in pencil. 
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I just don’t understand why or how a man who has built as many 
homes as this particular one would enter into something like that. 

Mr. Miuter. Well, I might say, on the one side, Mr. Congressman, 
that after all, whether it be the FHA or the VA handling it, inspec- 
tions on that during construction and approving all the papers, every 
single one of them, and approving the price and approving or dis- 
approving that house in its final stages, is the best protection he has 
got. Even the worst scoundrel in the world can’t change that, or the 
best one, rather. 

Mr. Mravows. In your business, I assume certainly you come in 
close contact with other segments of this real-estate business, that 1s, 
the real-estate operator or the real-estate agent ¢ 

Mr. Miuirr. Yes, sir. 

Mr. Mravows’ As I understand, you have been one yourself? 

Mr. Mitier. We have been in business sixty-some years. 

Mr. Meapows. It has been our experience in previous investigations 
that in spite of everything that people do, such as you have described 
you have done, going before veterans’ groups, resorting to publicity 
and one sort of thing and another, to advise the veteran of the limi- 
tations of his responsibilities, the real-estate salesman can ruin it 
in 1 day out on the job, when the salesman is showing the veteran the 
house. 

We personally experienced it with our investigators; people who 
were fairly well advised on these matters would go out to these projects 
and ask about certain routine provisions and certain routine devices 
in contracts to afford some protection, which you would ask for, I 
would ask for if we were buying a house, and these salesmen will 
hammer and hammer at the veteran saying, “You don’t have to worry 
about those things, the Government takes care of that for you. Don’t 
bother with it; don’t worry about it.” 

There is where one of the greatest difficulties lies. The real estate 
people do more every day to tear down any understanding by the 
veteran as to his responsibilities than all the rest can do in a year to 
build it up. 

I don’t know whether you are, in your position, able to work with 
your friends in the field, the real estate operator, and improve that 
situation or not. 

Mr. Tracur. That is in the Washington area, Mr. Miller. 

Mr. Mutter. Is that right? 

Mr. Treacue. Yes. 

Mr. Miiier. It is regrettable that that is the case, because I have 
served in many capacities and was past president of the Akron Real 
Estate Board. 

Mr. Treacur. Might I add one other word there? In fact, a number, 
a large enough number that would certainly concern you. 

When the i investigators did start asking for some assurances, they 
just immediately said, “We are not interested in doing business with 
you.” 

Mr. Mrapows. When they pressed just a little, they said, “Step 
aside. We have some others who are interested. We have other people 
that want the houses.” That was in the Washington area. 

Mr. Mutter. I suppose that kind of abuses re: ally have taken place, 
Mr. Congressman, but we in the real estate and building business, we 
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who feel a little responsibility to the public, we who feel we have a job 
to do, but can do a better job—I just don’t toss that around—are 
jealous of the reputation we enjoy, and if those things take place and 
have taken place, particularly in the past 7 years, with this tremen- 
dously large number of houses that was built because they had to have 
a roof over their heads, built in 1947 or 1948, those are past. 

I think we in this industry, real estate and buildingwise, and they 
are intertwined as you know, are doing everything within our power 
to gain the respect and approbation of the public, because we will 
eventually die if we don’t have it. 

Mr. Mzapows. There is no question, in all fairness, where things 
were difficult in Washington, that there are four or five hundred 
builders in Washington, and these difficulties rested with about 20 of 
them, but those 20 may have built 5,000 units and caused a tremendous 
amount of difficulties. 

Mr. Mitzer. About 5 percent of the builders. 

Mr. Meapows. While other builders may have built thousands of 
houses and one complaint never came to the committee from those 
particular builders. 

Mr. Teacur. I don’t favor a compulsory warranty, but I still think 
we have got to figure some way to give some protec tion from this small 
percent that do the things we have found in Washington from the 
complaints I have heard. 

Mr. Mitier. When was that, Mr. Congressman ? 

Mr. Tracue. I didn’t understand. 

Mr. Mitier. About when was this? 

Mr. Tracur. About a year ago. From the complaints we have 
heard, actually it has been a very small number and very minor in the 
area. Having that up there, it looks like it is in good shape to me. 

Mr. Mutter. I was going to say, with tougher regulations, I think 
too tough, that have been injected into the VA requirement picture, 
beyond FHA. They have been at it now for 18 years; that is, FHA 
has. I don’t think. you need to be too concerned about that phase of it, 
Mr. Congressman. 

The great human cry today from the builders in the field is, “I 
have got to toss in my hat,” that is in this area, and I speak for Ohio 
partic cul: rly. We just can’t make out. 

We don’t know of any overappraising around here. 

Mr. Meapows. It certainly would be a shame to be forced to resort 
to too many restrictive devices to curb 3 percent or 5 percent of the 
builders and damage the remainder of the vast number of responsible 
builders in the Nation. 

Mr. Miter. That is right. I am reiterating that the competition 
which has entered into the marketplace and has been with us and 
will be with us from now on, that the law of supply and demand and 
the keen competition is going, in great measure, to eliminate those 
curbstoners from this business, because people do not have to buy 
that particular house when they can find a half dozen here from a 
person who does have a good reputation and enjoys it locally. 

The Cuatrman. Mr. Miller, does your association have any figures 
or do you have any accurate estimate of how many houses, say, under 
$14,000, are now available for sale, completed homes, that are not sold 
in the State of Ohio? 
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Mr. Miter. I don’t believe I have those figures at the moment. 
I know there is a lot of them dragging, a substantial number in 
Cleveland. That is in our area. Let’s say we are going back to a 
norm. 

The Cuarrman. Well, then, is it your position that the increased 
interest rate will help move some of these homes that are already 
completed ? 

Mr. Mitter. Unquestionably. 

The Cuarrman. And at the same time be a shot in the arm for the 
building industry ? 

Mr. Miter. I think unquestionably it would, if along with that, 
Mr. Chairman, the regulation were changed to increase the time of 
the mortgage. ‘The present time now is 20 years. 

I call to your attention that we haven’t been concerned with the 
low downpayment phase of it. It is the underwriting requirements 
that we have run up against. If regulatory-wise, and that is true 
with FHA and VA, you have to stay to 25 years over $12,000 in this 
area, in Cleveland and Akron—and this part of the country is a high- 
priced area—your monthly payment is immediately going to “be 
higher. 

As an illustration, a 20-year Joan on a VA is $6.06 per month per 
thousand. A 25-year loan is $5.28 per month per thousand. Putting 
it in round figures, it is $60 as against $52.80. There is the difference 
between the 5-year period. 

Now, since the Korean conflict broke out, most financial institutions, 
not only here but in the East, the big buyers have gone down on their 
underwriting requirements to at least 4 times the w eekly income plus 
10 percent—he must make that per week—10 percent more than the 
other or 5 times his monthly payment including taxes and insurance. 
You are getting up into figures that the average man can’t qualify. 
He just can t qualify. 

Now, the reason they did that is because some of the large institu- 
tions told us that some of these people who are buying houses, be it 
veteran, principally, and they comprise a great bulk, they don’t realize 
what their income taxes are going to be, and so we are going to see 
to it, before they encumber themselves for this fixed monthly payment, 
they have got to make so much. 

Well, when you get up into the requirement of $85 or $87.50 per 
month on underwriting requirements on a 20-year mortgage, you 
just wipe a lot of them out completely, and that is the reason I say 
that interest rate which would only increase in the amounts I have 
stated here, gentlemen, plus this longer amortization period, both by 
regulation and by the mortagee, who I stated might find more money 
available for longer per iods of time, if that interest rate were increased 
it is simply a question of yield, gentlemen. 

When they can buy Governments and Turnpike bonds and United 
States Steel and anything else at increased interest rates, tax free, 
they are just not going to buy GI mortgages at that figure. 

The Cuatrman. Mr. Edmondson, do you have any questions? 

Mr. EpmMonpson. With apologies to this able witness for holding 
him so long, there are two questions which I would like to ask him. 

As we have understood the practice as it has been explained to us 
by most of the veterans who testified, plans and specifications are very 
seldom placed in the hands of the veteran himself. Is that the pro- 
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cedure in Akron as well as in other areas about which you have infor- 
mation ¢ 

Mr. Micier. Well, I don’t believe I can answer that too well, but 
I think in substance you are right. 

Mr. Epmonpson. Don’t you think that it would promote a great 
deal and help a great deal in the promotion of a feeling of respon- 
sibility on the part of the veteran and a feeling that he, himself, was 
primarily responsible for the situation if these plans and specifica- 
tions were uniformly supplied to the veteran at the time that this 
housing construction was undertaken ¢ 

Mr. Mitzier. I wouldn’t personally quarrel too much with that, 
Mr. Congressman. It would increase the red tape a little bit and 
maybe have to run a lot more over to the typewriting machine, but—— 

Mr. Epmonpson. Doesn’t it just mean another carbon, or else a 
photostat, as a rule? 

Mr. Mitter. Well, if you can photostat them, yes. As I say, I see 
nothing wrong with it because the house has got to be built that way. 

Mr. Epmonpson. You can’t blame the veteran for looking too 
much to the VA when in almost every case he has had to go down and 
search at the VA office for the proper person to get hold of a copy of 
his specifications to see what is being built for him. 

Mr. Miier. To see whether he is entitled to an extra towel bar or 
something of that nature / 

Mr. EpmMonpson. Yes. It seems to me if your association were to 
adopt as a standard policy—I know it would mean a little additional 
cost in the operation—but if you were to adopt as a standard policy 
supplying those plans and specifications to the veterans at the time 
that they made their contract with you for the construction of a house, 
that it would help a great deal in placing the primary responsibility 
where it belongs, and that is on the veteran, to see that the house is 
constructed the way he contracted to have it constructed. 

Mr. Mitier. Speaking personally, Mr. Congressman, whenever one 
has asked us, I have supplied them with it in the past years because 
that is what has got to be, that there it is spelled out. 

Mr. EpMonpson. That has not been the general practice in light of 
the testimony we have heard. It has been when the veteran came 
to the builder and asked him to see the specifications that he was 
sent to the VA office, was told that the “VA has your specifications.” 

Mr. Mitier. Well, I think that is wrong. 

The Crarman. One of these veterans came in last evening with 
his agreement to purchase with no specifications, and not knowing 
where he could even find them and having had difficulty in locating 
them, and testifying that he had asked repeatedly from the builder to 
see them. It did make it appear as though something in that direc- 
tion should be done because I have seen more detailed specifications 
written up for the sale of 150 water heaters than these boys had for 
a $12,000 home. 

Mr. Mitier. Of course, I will say this much, Mr. Chairman: That 
usually when a veteran buys a home, he buys it from a sample house, 
or two or three or four. His house will be exactly like that, and that 
has been the practice throughout the industry. 

Of course, if I were having a home built for myself or I believe any- 
body here individually contracted for a home, they would have blue- 
prints, specifications, and everything else, but when they get into a 
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150 or 200 or 5,000 home project, like in some spots in the country, 
why, what they do is build the sample of the house and sell from that 
and say it will be exactly like that. That has been a custom that has 
existed in our business for many, many years. 

Mr. Epmonpson. I don’t want to belabor that point too long. I 
just wanted to check with you to see if I misunderstood you because 
of the notation that I have here, that the cost of an additional half 
percent on a $10,000 loan, would be only $1.40 a month. 

Mr. Miniter. No. Let me spell it out this way, Mr. Congressman : 
To finance a home, and let’s take 20 years so that it is clear because 
the ryt of money is one that is tiresome, a 4 percent loan amortizes 
itself in 20 years payable monthly, including interest, at $6.06 per 
month wee thousand of loan, interest, and principal; 414 percent in a 
20-year loan amortizes itself at $6.53 per month per thousand of loan 
and 414 percent amortizes itself at approximately $6.20. 

Mr. Epmonpson. That is per thousand, you are speaking of ? 

Mr. Miuier. Per thousand of loan. 

[f you want to take the difference between the $6.33 at 414 and $6.06 
at 4, you have got 27 cents per month per thousand of loan. Multiply 
that by 10, you have got $2.70. That is what money does. In using 
the quarter, you have got the difference between $6.06 and $6.20, or 
14 cents per month per thousand of loan, or a total of $1.40 per month 
per thousand of loan for a $10,000 loan. 

Mr. EpmMonpson. Well, the point I missed was your per thousand 
figure in there before, and it looked to me as if you were making it 
look as if it amounted to nothing. 

Mr. Mitier. No, I am not undersimplifying it. 

Mr. Epmonpson. Well, as a matter of fact, on a minimum, normal 
house of around $12,000, I would say from the testimony we have 
heard, the additional cost on an increased interest rate from 4 to 414 
percent over a 20-year period would be around $1,000, wouldn’t it, 
in excess of $1,000 ? 

Mr. Mitirr. That is probably right, but it has been the experience, 
and I haven't spelled it out, mortgagewise in our field for these many 
years, believe it or not, that the average mortgage is 8 years. 

To me, as has been said many times and you are tired of ~— ing it, 
I know, because I read the paper this morning—money is just like 
any other commodity, whether it be clothes or shoes or shanes hats, and 
you can go up and you can go down with the blooming stuff. 

Mr. EpMonpson. But the shorter duration of the contract does not 
obviate the fact that that additional cost is going to be there as a 
charge against the property when it is turned over or disposed of at the 
end of the 8 years; there is still going to be a cost there that is charged 
against the property that the veteran is buying. It is going to mean 
that he is going to owe when he starts out, at the start of buying his 
house, $1,000 more or in excess of $1,000 more on that house, by the 
terms of his contract. 

Mr. Miuver. I would say there is a mild exception to the way that 
is phrased. 

What would he do if he didn’t buy the house? He would un- 
doubtedly rent, and we have found in many cases he is paying more 
for rent than the monthly payments, including monthly principal and 
interest cost. 
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Mr. Epmonpson. I wouldn’t debate with you at all. We are inter- 
ested as you are, and as every American is, in seeing that every Ameri- 
can citizen owns a home. If we can get to do it, it just builds good 
citizenship. 

Mr. Miuier. I agree with you 100 percent. 

Mr. Epmonpson. But the point I am making is that it is possible 
to overminimize or oversimplify the additional cost to the veteran of 
an increase from 4 to 414 percent. 

Mr. Mitirr. By the same measuring stick, I don’t oversimplify 
the fact that the Government itself is having to pay substantially 
more money for money. 

Mr. Epmonpson. I agree. 

Mr. Minter. It would be a happy day, because I wouldn’t have to 
pay as much income tax. 

Mr. Epmonpson. The Government’s policy on security today has 
undoubtedly contributed to the dilemma that we find ourselves in on 
the question of the finance rate on GI loans. 

Mr. Mitter. Everybody wants money. 

The Cuatrman. Mr. Miller, I think if you are going to be here the 
rest of the morning, if there are other things developing on the State 
association, we will call on you later. Thank you very much. 

We will declare a 3-minute recess to give everybody a chance to 
stretch. 

(Short recess. ) 


STATEMENT OF MARVIN HELF, HOME BUILDERS ASSOCIATION OF 
GREATER CLEVELAND 


The Cuamman. Mr. Helf, will you state your full name and address, 
and under whose auspices you are testifying ? 

Mr. Heir. Yes, sir. My name is Marvin Helf. I live at 3270 Van- 
Aken Boulevard, Shaker Heights, Ohio. 

I am testifying under the auspices of Home Builders Association of 
Greater Cleveland. 

Gentleman, I am a builder and a realtor and have been in business 
just since the postwar period. I am a veteran, and started business 
in 1946. 

Up to this time I have completed about 1,300 homes, of which about 
80 percent were sold to veterans. At the same time, we are selling 
homes for other builders throughout the greater Cleveland area, and 
I have also had very brief experience from the standpoint of savings 
and loan experience. 

The topic which was chosen is one which we feel should be cleared 
up, or there should be some discussion of trying to clear up what we 
feel in our own minds is the red tape between the VA and the home 
builders. 

I wish to preface my remarks by stating that anything I am going 
to say is purely from an objective and academic nature and there 
is nothing personal in it. I hope as a result, all of the people can 
benefit by it, that is, home builders and the VA. 

I have a few points here that I just listed at random here, which 
I feel is probably the most important cause to the cumbersome situ- 
ation as it is today. 
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No. 1, I feel that the VA requires too many instruments. There 
are too many exhibits that are required by them. 

No. 2, I feel that because of all the instruments required by the VA, 
I don’t believe they have enough personnel to process them effectively 
and quickly. 

No. 3, I feel they don’t have enough trained personnel to take care 
of these quick changes which originate out of Washington. 

No. 4, I don’t believe that the loan guaranty officer in the area has 
enough discretionary power. 

No. 5, I feel that there are a number of technical bulletins which 
are disseminated out of Washington which have not been proven, 
which are not practical and above all are usually displaced in this area 
and the contents of the same are retroactive which makes it almost 
impossible to follow at times. 

No. 6, I believe we ought to have better coordination between FHA 
and VA. 

In view of that, gentlemen, I brought here a case that would be sub- 
mitted to the VA for a certified reasonable value. Now, this is only 
part of the case for these are only my copies. Usually it is about 
three times as high as that. 

If you care to examine that and ask some questions on that I will be 

very hi appy to answer them. 

There is a recap sheet there, Mr. Meadows. 

Mr. Meavows. Plot plans,I am sure. I understand. Recently there 
was some requirement for elevations. 

Mr. Her. That is correct. 

Mr. Meapows. Engineering layout. 

Mr. Hexr. If you look, it is a recap sheet. You can read all the 
requirements on it. 

May Ihave that, sir? I can pick it out in a minute. 

The Cuarmman. If you provide us with the recap sheet, which will 
enlarge on the specific points you have referred to, we can perhaps 
insert that into the record at this point and it will suffice. 

Mr. Meapows. We are quite familiar with the procedure. We went 
into it in many instances. 

Mr. Epmonpson. I would just like to ask, at this stage, while you 
are going through that, would you comment on how that ‘file compares 
in size with the file that would be required by a careful buyer having 
the consultation of an attorney and doing business through a reason- 
able bank in one of your direct conventional loans? 

Mr. Her. In my experience it perhaps would be about 10 percent, 
sir. 

Mr. Epmonpson. You mean there is 10 times as much material in 
that file as a careful buyer having advice from an attorney and doing 
business through a responsible bank would require? 

Mr. Hetr. Yes, sir. That is my opinion. 

I had it a moment ago. If you will bear with me a second, I will 
have it. 

It is all listed, Nos. 1, 2, 3, and so forth; right now it is out of order. 
Just one second, please. 

Mr. Teacur. Can you talk a little while you are going through that? 

Mr. Hetr. Yes. 

Mr. Tracur. What about substitutions on your materials, for 
example, substituting pine floor for an oak floor, that kind of thing? 
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Mr. Hexr. In what respect do you mean, sir? 

Mr. Teacur. Let’s say I am a veteran buying a home and this is filed 
with the VA and then there is a change from a better grade to a lower 
grade or from a lower grade toa better grade. We find in some areas 
cases where a good oak flooring was in the specification, then it was 
later changed. There was an agreement between the VA and the 
builder to change it to pine, but it was never mentioned to the veteran. 

The same thing happened on the type of heating plant, that it go 
from a better grade to a lower grade, and the VA and the builder 
would agree to the substitution of it and the veteran didn’t know any- 
thing about it. 

Mr. Herr. I don’t think you can find that in this area, sir. I have 
not experienced anything like that here. 

Mr. Tracur. What if you had to substitute something like that, 
what would happen; what would be the procedure ? 

Mr. Heur. If you substitute something which was of an inferior 
grade, I would notify the VA and have thein give you the reasonable 
value of that particular extra or delete from the CRV at that particu- 
lar time. 

Mr. Tr AGURF. There would be a corresponding change? 

Mr. Hevr. Yes, there would if it were an inferior grade, or perhaps 
if you had puta better orade. Yes, it would work both ways, and J 
might say that the VA has policed that very closely, and to the best of 
mv knowledge there have been few violations. 

Mr. Tracur. Thank you, sir. 

Mr. Mrapows. Insert in the record at this point a list of the required 
documents and submissions which a builder is required to submit to 
the VA for the purpose of securing prior approval on a subdivision 
proposal, 

That is what that is? 

Mr. Herr. Yes; that is right, sir. 

(The document referred to is copied, as follows:) 


REQUIRED EXHIBITS FOR A VA PANEL APPRAISAL 


1. Letter in duplicate requesting appraisal, and giving any information con- 
cerning outlying territory. 

2. One copy of LGO-93 Certification, or revised VA Form No. 4-1805 in 
duplicate. 

3. Legal description in duplicate. 
1. Duplicate copy of sublots involved. 
5. Project information, can be included in letter. 
6. Letter from lending institution, that they are making the construction loans. 
7. Topo maps in duplicate. 
. Plot plans in duplicate. 

9. Cost breakdown in duplicate. 

10. House plans (4 copie s of complete sets). 

11. Specifications (4 copies). 

12. Blank contract or purchase agreement. 

13. Must show model number and serial number of all important items, such 
as furnace, hot water tank, septic tank, ete. 

14. Sewer and water cross section. (2) 


t- 


REQUIRED DRAWING AND SPECIFICATIONS 
GENERAL 


Drawings and specifications submitted with Request for Determination of 
Reasonable Value VA Form 4-1805 shall completely indicate and describe all 
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the proposed work, including the sizes, grade and quality of materials and equip 
ment to be incorporated in the improvements. To accomplish this the follow 
ing shall be submitted: 


I. Drawings. 
These shall be accurately drawn toa scale not less than that indicated below 


1—A plot plan.—NSee examples, 


, 


Secale to be 4¢4’’ or 14’ 1’ 0’’, with latter preferred 
1. Size of lot and the north point. 

2. Widths of front, rear and side yards 

3. The following elevations are required: 


(a) First floor elevation in relation to: 
(1) Established street elevation at the extension of lot lines; 


> 


(2) Existing grade elevations at each corner of lot; 


F (3) Existing and finish grade elevations at each corner of dwelling 

Grades at the dwelling may be shown on the exterior elevations instead of on 
the plot plan. 

° (b) Location, size and grade elevation of garage and other accessory 
buildings, driveways, and walks, 

4. If the following features are involved, complete data regarding them shall 
be submitted : 

(a) Location of steps, terraces and retaining walls. 
(>) Easements and setback requirements 
(c) Location of buildings on adjoining property within 5 feet of lot line 
(d) Invert elevation of public sewer at point of connection and, if sig 
nificant, location of or distance to point of connections; or if individual 
water-supply or sewage-disposal systems are involved show: 
(1) The location of all portions of the systems. 
(2) If wells are involved show approximate location of individual 
water-supply and sewage-disposal systems on each adjoining lot. 
(3) List’ any fixtures not discharged into sewage-disposal system 
giving location of waste lines and point of final discharge. 
(4) Approximate location of all trees which are to remain or to be 
planted near any subsurface disposal field 
(5) Approximate depth of cut or fill, if any, at the location of the 
subsurface disposal field, and 
(6) If fill is involved, give direction of slope of natural (original) 
grade. 

5. If the subject case consists of 5 or more dwelling units the above information 
shall be incorporated on a drawing or drawings (scale not less than 1’’=30' ) 
which in addition shall show layout of streets and utilities, 

1—B floor plans, scale to be ¥%4’’=1'0"" 
1. Plans of all floors, basement and/or foundation to be included. 
e 2. Show directions, size and spacing of all framing members. 
3. Heating. Show on separate drawings or an appropriate floor plan 
(a) Size and layout of heating units, pipes, ducts, registers, radiators, 
and any special arrangements. 
(b) Total maximum heat loss of dwelling and of each room in B. t. u. per 


hour. When single overflow type of heater is used, give only heat loss of 
dwelling. 
(c) Domestic hot water equipment, size, and layout. 
4. Plumbing fixtures. Show location and size to scale 
5. Electric. Show location of all outlets and indicate the type. 
6. Equipment. Show location and size to scale. 
1—C. Exterior elevation, scale to be \%4’’=1'0"’ 
Front, rear, and side elevations to be included showing: openings and sizes, 


wall finish materials, flashing, present and finish grades, depth of footings, finish 
floor and ceiling heights. 
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1—D. Cross sections 


1. Show fully dimensioned cross section through exterior wall at scale of 
14'’=1'0"' or larger including all details of construction from bottom of footings 
to highest point of roof necessary for complete roof construction indication. 

2. Include fully dimensioned cross sections through stairwells, landings, and 
stairs at scale of 4’’=1'0"’ or larger clearly showing all headroom conditions 
and details of all surrounding construction. 

3. If house is more than one story in height or a finished attic space is in- 
tended, include complete cross section drawn at scale of 144’=1'0"’ or larger. 
Include details at a scale of %4’'=1'0" or larger of all critical points in the con- 
struction and of all unusual or unconventional combination of materials. Also, 
include cross section through fireplace if any at a scale of 4%4'’=1'0"’ or larger. 
I-E. Details 

Show details of all kitchen cabinets, shelving, and all other cabinet work at 
scale of 4’’=1'0"’ or larger. Include details at a scale of %4’’=1'0"’ or larger 
of all critical points in the construction and of all unusual or unconventional 
combination of materials. Also, include cross sections through fireplace if any 
at a scale of 144’’=1’0"’ or larger. 

IT. Specifications 

The term “specifications” where used in this pamphlet means the data provided 
on VA Form 4-1852, Description of Materials, plus all applicable VA require- 
ments including the applicable VA Minimum Construction Requirements and 
any applicable FHA engineering bulletin or other related bulletin. 

1. A separate detail specification shall be furnished, for any proposed streets, 
curbs, gutters, sidewalks, and storm drainage system which will be constructed, 

2. The use of VA Form 4-1852, Description of Materials, is required. It must 
be completely filled out in strict accordance with the instructions printed thereon. 
It shall, also, include a complete description of any special equipment, whether 
or not considered a part of the realty including make, model numbers, or equiva- 
lent identification. If in the opinion of the Chief, Appraisal Section, certain 
items of materials or equipment must exceed the minima prescribed by the VA 
Minimum Construction Requirements or described on VA form 4—1852, the perti- 
nent items will be appropriately revised by VA during consideration of the case 
application. 

8. VA form 4-1852 may be obtained without charge from any approved lender 
or from the VA regional office. The reproduction by others of this form is per- 
mitted only when the size, format, printing, text, folding, and punching are 
identical to the official form in current use and when the following items are 
excluded from the facsimile: 

a. The line “Veterans Administration” in the heading; 

b. “VA form 4-1852” and the line immediately beneath ; 

ce. The Budget Bureau number and approval expiration date; and 

d. The United States Government imprint and reference numbers. 

4. Reproduction of VA form 4-1852 other than as described above will be in 
violation of a Federal statute prohibiting the reproduction of Government 
forms, etc. 

III. Individual water-supply and sewage-disposal systems. If an individual 
water-supply or sewage-disposal system or both are involved the proposed install- 
ations must be completely illustrated and described in separate drawings and 
specifications. Requirements for those drawings and specifications are listed 
under the heading “Required Exhibits” in the FHA booklet entitled “Minimum 
Requirements for Individual Water-Supply and Sewage-Disposal Systems” for 
the State in which the property is located. This booklet may be obtained with- 
out charge from any approved lender or from the VA regional office. 


OTHER REQUIRED EXHIBITS 


I. A copy of the contract or purchaser agreement shall be provided. 

II. The following additional exhibits shall be required for a case consisting of 
five or more dwelling units. 

a. A construction cost breakdown prepared by the contractor-builder. 

b. Building program—the total number of dwellings to be built; number of 
dwellings contemplated in the primary construction program; date primary 
construction is expected to start and is to be completed ; dwelling types (i. e., one 
family detached, etc.) ; and proposed sales prices of properties, including lot. 








INTEREST RATE AND DOWN PAYMENT ON GI LOANS 613 


ec. Special assessments—special assessments which the purchaser is to assume 
and the terms of payment. 

d. Forms of contract—a copy of the proposed contract which the builder will 
execute with a purchaser. 

Mr. Her. Are there any other questions in reference to this? 

The Cuarman. I think you have covered it very well, and we 
appreciate your outlining the points. 

Perhaps some of the committee members might have some questions ? 

Mr. Teague? 

Mr. Treacue. Do you have any suggestions as to how the good 
builders can be protected from the bad builders? For example, this 
warranty, will a voluntary warranty work? 

Mr. Her. Well, actually, everything you do has its advantages and 
disadvantages. 

I think it has been expressed here before that the Home Builders 
Association, as well as the national, feel it has many shortcomings. 
Due to the characteristics of the building business and the wide scope 
of it, the number of items which sometimes are uncontrollable, es- 
pecially at this time, I think it is unwise for us to go on record and 
give an unqualified warranty. 

Mr. Bonrn. You stated here a moment ago, in reference to Con- 
gressman Teague’s question on the substitution of material, is that 
substitution submitted to the VA or is it submitted to the purchaser 
of that building? 

Mr. Hetr. It is initially submitted to the purchaser and then to the 
VA. They are both cognizant. 

Mr. Bonin. They are both aware of the fact that a substitution is 
going to be made? 

Mr. Hetr. That is correct. 

Mr. Bonin. Is anything put into the written contract, then, indi- 
cating that it is being changed and an acceptance of that change by 
the veteran, or is it oral ? 

Mr. Hetr. Well, of course, it all depends upon the builders’ opera- 
tions. It should be written. It all depends on the item. Some of 
them are very minor, some of them are major; but there is no:doubt 
it should be written, and in our experience we try to write it if it is 
of major importance. 

Mr. Bonin. That is a principal question, and there is where I can 
see the veteran being taken advantage of by lenders, by brokers, by 
builders, by any other group of people who are constantly in touch 
with legal advice, whereas you have a veteran who probably relies 
upon the oral advice of a salesman or somebody else that things are 
going to be done. The builder, the lender, the contractor, the broker, 
he knows from a legal viewpoint that any oral statements made to the 
veteran cannot stand up in court if the veteran should desire to go 
into court and try to make a case out of it. 

Mr. Herr. Well, that would be up to the veteran as well as to the 
builder, sir. 

Mr. Meapows. In that connection I would like to say, though, in 
the course of the committee’s operations over the past year or so, we 
have had occasion to look at hundreds of sales contracts and we have 
yet to see a sales contract which incorporates the provision that the 
veteran, purchaser will be notified of any substitutions and his ap- 
proval secured prior to that substitution being made. 
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We have yet to see such a contract. There may be one, but we have 
hever seen one. 

Mr. Her. Well, in my experience it is very rare when you do make 
a substitution. 

Mr. Treacur. Mr. Helf, what would happen in the changing of the 
price of a house up or down ¢ 

Say that you have partially closed a deal with a veteran on a home 
and you go back to the VA and ask for a change in the price of that 
house, either up or down, what is the procedure? What happens 
there? The reason I ask you is because we found in probably 100 
eases in Washington and other cities where the price, in that case, 
almost went up to as much as $2,000 and the veteran was never told 
about it, the person buying it. 

It was merely an agreement between the VA and the builder, and 
we found that the builders would price their houses low, knowing 
that they were going to get a raise in price. Do you have anything 
of the kind here? , 

Mr. Hetr. No, sir. I think you have had very bad experience. 
There is nothing like that in this are 

Mr. Treacur. In most of your contracts do you have an escalator 
clause 4 

Mr. Herr. An escalator clause? 

Mr. Treacur. Yes. 

Mr. Herr. No. 

Mr. Tracur. No? 

Mr. Her. No escalator clause. 

Mr. Epmonpson. I would like to commend Mr. Helf for the con- 
structive nature of his testimony here and these different suggestions 
for improvement in procedure. 

I can assure you they will be brought to the attention of our full 
committee on our return, and also to the attention of other authorities 
in Washington. 

Mr. Heir. We appreciate that. I was rather hoping one of you 
gentlemen would like to inquire into some of these. I want to elab 
orate on some. Perhaps—— 

Mr. Meapvows I thought when you were reading them, you were 
making some very pertinent comments, but, of course, each one requir- 
ing considerable consultation, I was hoping the chairman would re- 
quest that you at your leisure, preferably in the next 2 weeks, file a 
statement that elaborates on those points so that we can have it with 
us. 

The Cuatrman. Why don’t you put that in the form of a request, 
Mr. Meadows, so we won’t take up his time today ? 

Mr. Hetr. That is your pleasure. 

Mr. Mrapows. Some of these things are rather technical and require 
a little thought to deal with them and I think you would need a little 
time to prepare it, but it would be very helpful if you would, but par- 
ticularly those points where you talk about methods whereby red tape 
could be cut on procedure or regulations or bulletins of the VA, to 
which you take exception, where you could deal with them specifically 
where we could see them. 

Mr. Her. I would be very happy to do so. I think that will suffice. 

The CHarrman. We appreciate that, Mr. Helf. 

Mr. Tracur. We can also submit it to Mr. King in Washington. 
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Mr. Meapows. And get both sides of the story, get a rebuttal. 

Mr. Her. That will be very helpful. 

The Cuarrman. We will be happy to receive that, then. 

Mr. Her. All right. 

I am just wondering if there aren’t any other questions. I listened 
to Mr. Miller who was up here previously, and I would like to make 
some comments in reference to some of the things that came up at that 
time. May I, sir? 

The CHarrMan. Yes, proceed. 

Mr. Hetr. I would like to talk a little bit about the mistaken idea 
that we have such poor construction in this area 

Mr. Tracur. I don’t agree. 

The Cuamman. I didn’t gather that idea at all. The only thing 
that brought that out, had you been here last evening you would have 
been able to see at firsthand some of the examples that a group of vet 
erans brought in before the committee, including 1-inch concrete. 

Mr. Tracur. That was in Akron, not Cleveland. 

The Cuairman. It was not in the Cleveland area, either. 

Mr. Hetr. I am willing to elaborate. I am willing to go to Akron, 
then. 

The Cuairman. The primary purpose of this committee, when we 
started out on this particular mission, was not to get into a detailed 
survey of faulty construction, and we have not permitted accusations 
to be made against any individuals. 

Mr. Heir. We appreciate that. 

The CHarrmMan. We have asked these individuals, the GI’s to file 
affidavits with the committee which we will follow up. We are inter- 
ested where the veteran has been mistreated; on the other hand, the 
purpose of this committee is to find out why the veteran isn’t getting a 
home with a small downpayment. 

Mr. Her. Yes, I understand very clearly, sir. 

The Cuamrman, That is what we are primarily interested in, and we 
have not gathered the impression at all; in fact, Mr. Teague, who has 
had considerable experience over a period of years, has said in the 
committee hearings 4 or 5 times that this was one of the best areas that 
he had been in. 

Mr. Her. I can concur with him. 

Mr. Mrapows. Compared with New Jersey and Washington, it 
seems like utopia. 

Mr. Hexr. I can concur on that remark. I have traveled from 
New York to California and on these visits I have visited construe 
tion in every part of the country and I can say that we do have the 
finest construction in this area, than any other place in this country. 

The Cuamman. We are more interested, Mr. Helf, in your position 
regarding the availability of GI money and whether you feel, or 
speaking for your organization, whether you feel that more homes 
will be available if the interest rate is increased. 

Mr. Hexr. Yes, sir; I do believe so, sir. 

The CuHarrMan. The affidavits we have had filed here by home- 
builders associations throughout the State, and of course, all the 
testimony we have heard, I think has been most helpful to us. 

So if that is your position— 

Mr. Hexr. That is it, sir. 


32093—53 12 
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The Carman. On that, we are very happy to accept it as such. 

Mr. Herr. All right. I hate to be persistent, but I would just 
like to make a few comments with reference to construction, if I may. 

I want to plant this seed in your minds, gentlemen, if I possibly can: 
That the construction business, in my opinion, and I think many 
people will concur with that, is probably the most complicated busi- 
ness in the world. I think you can appreciate, gentlemen, that it 
takes thousands and thousands of component parts that have to be 
put into a home before you can say that particular house is a home. 

In doing so, there are thousands and thousands of processes which 
those parts have to go through; some go through human hands, some 
go through machines, but nevertheless, the parts cannot escape the 
element of human error. There is an element of human error. We 
can’t stamp these homes out. 

Because of the characteristics of the home-building industry, I 
might say to you that I can’t build a perfect home, I don’t expect 
to, and nobody else can, that there are bound to be inconsistencies in 
home construction today as there was in the past, as there will be in 
the future because the business is too complicated. I don’t think we 
can ever work out to the point where you would get utopia, as some 
people would like to have. 

There are things such as topography, which we can’t control. There 
are such things as sanitary conditions, and we hear a lot about poor 
drainage systems, and of course, the fellow who gets hurt first is the 
builder. We for get about the fact that the city has put in inadequate 
sewers, where the sewers back up and the veteran himself doesn’t know 
whether the sewers back up or his basement is leaking and more often 
the sewers are backed up. 

I had that experience many, many times. 

We have the uncontrollable factor of settlement and cracks and 
expansion and drying, and every time a house gets through any one 
of those processes something happens in that home which is beyond 
the control of anybody. 

We have weather conditions which we can’t do anything about. 
We may have good intentions of doing something; we may lay brick 
when the weather is perfect and all of a sudden meet a freeze and 
it may not look too good the next day. Of course, that can’t be 
rectified. 

You have got two items when you go into a home: material and 
labor. We can’t control material ‘because of the intrinsic quality of 
an act of providence, growing, contraction, and expansion, and if 
I may repeat; and then we have got labor where the human being 
still has an element of human error. 

Therefore, in conclusion, gentlemen, I don’t believe anybody will 
testify that they can build a perfect home no matter how much care 
they take, no matter what they do to control their operation. There 
are too many factors outside of the realm of his control in order 
to build that perfect house. You can’t do it, and therefore, you 
are going to have people coming up here taking exceptions to many, 
many items. But, gentlemen, please take into consideration that 
the home-building industry is not any worse in its efficiency than any 
other industry in this country. 
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If you will guide this thing or use relativity as your barometer, 
I think, gentlemen, if you came up here and had an inquiry on the 
automobile business today and said, “We would like to see the owners 
of automobiles who are dissatisfied with their automobiles,” I would 
almost guarantee that you would have hundreds and hundreds of 
more people in here than you had last night, which I think is com- 
mendable and the fact remains that all these items have to be taken 
into consideration from the practical standpoint and from the 
theoretical. 

I want to make one last statement. Maybe this is a little redundant 
but, gentlemen, without any fear of contradiction, the home-building 
industry in the country has done a good job, and I think from the 
standpoint of the Cleveland area they have even done a better job. 

We have built 7 million homes in this country since VJ-Day. We 
have built about 60,000 homes in this area, and from what I under- 
stand, I wasn’t here last night, but as a result of 60,000 homes in 
this area, you had a handful of people who were disgruntled. You 
would have had that whether you were inquiring into the building 
industry, the automobile industry, the steel industry, or any other 
industry. And I say in view of what happened last night, we are 
doing a good job and I think it is a feather in our cap. 

The Cuarrman. We agree with you, Mr. Helf, and I know I speak 
for the committee when we say that the home-building industry on 
a national basis has done a wonderful jcb, and aside from finding out 
why the GI can’t find a home and whether the interest rate should 
be raised. Of course, we are keeping in mind, as Mr. Teague and 
Mr. Edmondson and Mr. Bonin and Mr. Prouty and Mr. Meadows 
have all asked, what can we do, and that is what we are attempting 
to study, to protect not only the industry but the veteran against 
that small percentage of contractors which you will find, I agree with 
you, in any business who are out to make a quick dollar. 

Mr. Hetr. I agree with you, and to emphasize the most vital por- 
tion that we are interested in at this time, too, is financing for, in 
my opinion, if we don’t get an increase in interest rates I think the 
veteran market will practically be extinct for this year. I know in 
our own operation we completed about 350 homes last year of which 
about 90 percent were veteran homes. I am just pulling my hair today 
to try to figure out some way that I can continue in a veterans’ 
operation. 

The CuHarrMaAn. Just one last question, Mr. Helf. Do you think 
in order for the northern building market, which shall we say is in 
the planning season now, that this question should be decided quickly ? 

Mr. Her. It is a very, very important question. It is very vital 
to the industry as a whole in every area and especially in this one 
at this time. 

The Cuarman. Thank you, Mr. Helf. 

Mr. Her. Thank you, sir. 

The CuarrMan. Are there some gentlemen here from Buffalo? 

E Mr. Joun C. Donovan. Mr, Chairman, I would like to submit this 
rief. 

The Cuarrman. Before we start on this, will you please give your 
name and address and who you are the spokesman for? 
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STATEMENTS OF JOHN C. DONOVAN, EXECUTIVE VICE PRESIDENT 
OF THE NIAGARA FRONTIER BUILDERS ASSOCIATION, BUFFALO, 
N. Y., ACCOMPANIED BY WILLIAM R. DOLL, PRESIDENT, NIAGARA 
FRONTIER HOME BUILDERS’ ASSOCIATION, BUFFALO, N. Y.; 
OSCAR R. GIESECKE, TREASURER, NEW YORK STATE HOME 
BUILDERS ASSOCIATION; AND HENRY JUETTE, SECRETARY, 
NIAGARA FRONTIER BUILDERS ASSOCIATION, BUFFALO, N. Y. 


Mr. Donovan. I am John C. Donovan, executive vice president of 
the Niagara Frontier Builders Association and the Buffalo Real Es- 
tate Board. 

The Cuarman. I believe this meeting was called to your attention 
by your Congressman, Mr. Radwan. 

Mr. Donovan. That is right. 

The CHatrman. Who contacted the committee and asked if. it 
would have time, since you were so close to the Cleveland area as you 
are, to hear you. 

Mr. Donovan. That’s right. 

The Cuatrman. We are happy to cooperate with Congressman Rad- 
wan and also happy to have some of his people here to state their views. 

Mr. Donovan. We have three builders’ representatives from the 
Greater Buffalo area and I'll turn this over to them. The only thing 

° ° > . ° ° . . 
I would like to state, that in Buffalo I think it is general knowledge 
that we enjoy probably the best mortgage situation, the best coopera- 
tion with Federal agencies, and compare with Cleveland on quality 
building and customer relationship. 

The Cuatrman. I believe you were here yesterday when two of 
your officials of lending institutions from Buffalo testified that they 
were still making GI loans. 

Mr. Donovan. That’s right. 

The Cuarrman. Would you like to have your statement a part of 
the record ? 

Mr. Donovan. That’s right. 

The Cuarrman. At this point in the record we will insert the state- 
ment from the Niagara Frontier Builders Association. 

Mr. Donovan. I will leave it here with you and leave also with you 
the representatives of the builders of the area. 

(The statement referred to follows:) 

At a special meeting of the Niagara Frontier Builders Association, Inc., a 
corporation organized and existing under the laws of the State of New York, 
duly called and held at 33 Gates Circle, Buffalo, N. Y., on March 19, 1953, at 
1:30 p. m., at which a quorum was present, 2nd upon motion duly made, sec 
onded, and unanimously passed, it was resolved that: 

Whereas the Congress of the United States has enacted into law title III of 
the Servicemen’s Readjustment Act of 1944, as amended, which in part was 
intended to provide housing for veterans and by suitable guaranty or insurance 
coverage was intended to make available adequate mortgage loans to veterans ; 
and 

Whereas under said law the Administrator of Veterans’ Affairs is empowered 
to adjust within specified limits the interest rate which may be charged from 
time to time upon said mortgage loans to the end that adequate mortgage loans 
may be available to implement the intent of Congress ; and 

Whereas the said Administrator has at the present time been empowered to 
fix the interest rate at 414 percent and has not done so, and has continued to 
limit lending institutions to an interest rate of 4 percent ; and 
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Whereas the increase in the interest rate authorized by law is necessary at 
this time because— 

(a) The cost of initiating, processing, and servicing veterans’ loans has sub- 
stantially increased since the enactment of the said Servicemen’s Readjustment 
Act; 

(b) Lending institutions in the rising interest market which exists today can- 
not procure funds for veterans’ loans except at an increased interest rate ; 

(c) Increased and additional taxation on lending institutions has resulted 
in a reduction of deposited assets available for lending : 

All of which has resulted in the drying up of the veteran mortgage market. 

It is therefore the consensus of opinion of the members of this corporation 
that the decision on the part of the Administration not to increase the interest 
rate as permitted by law has and will continue to create hardships upon the 
veteran because of the resultant drying up of the veteran mortgage market 
which is defeating the original intent of Congress. 

Now, therefore, Niagara Frontier Builders Association, Inc., respectfully sub- 
mits to the Veterans’ Subcommittee on Housing of the Congress of the United 
States that it is in the best interest of the veterans and will result in further- 
ing the original intent of Congress that the Administrator of Veterans’ Affairs 
be directed by Congress to increase the interest rate to 444 percent as permitted 
by law. 


CERTIFICATE OF SECRETARY OF NIAGARS FRONTIER BUILDERS ASSOCIATION, INC, 
STATE OF NEw York, 

County of Erie, ss: 

Henry Juette, being duly sworn, deposes and says that he is the secretary of 
the Niagara Frontier Builders Association, Inc., a corporation organized and 
existing under the laws of the State of New York, and having its principal place 
of business at 1106 Morgan Building, Buffalo, N. Y., that he has custody of the 
books of the said corporation, and that the foregoing is a true and correct copy 
of an excerpt from the minutes of a meeting of the members of the said corpora- 
tion, held on the 19th day of March 1953 at 33 Gates Circle, Buffalo, N. Y. 

Witness my hand and the seal of the said corporation this 19th day of 
March 1953. 

HENry JUETTE, Secretary. 

The CuHamman. As you gentlemen heard when we were talking 
with Mr. Helf, the thing that we are primarily interested in is your 
opinion on the GI program as to whether or not the fact that GI's 
aren’t getting loans today is traceable to the low interest rate. How 
can we correct the situation and what are your recommendations ¢ 

Will you please give your name and address and your connection 
to the committee ? 

Mr. Dori. William R. Doll, 170 Mount Vernon Boulevard, Ham- 
burg, N. Y. I am president of the Niagara Frontier Home Builders 
Association and an active builder. 

In regard to the metropolitan Buffalo area, we built approximately 
4,700 homes last year. We have large project builders as well as 
small builders. Of the 4,700 homes that were built, approximately 
75 percent of them were built by builders who were building 25 homes 
or less. 

Now, it is true that in the past we have enjoyed a favorable mortgage 
market for GI loans but we have reached the point at the present 
time where the small volume builder in particular is beginning to 
experience considerable difficulty in getting GI loans. 

Now, primarily we have gotten to the point where we are paying 
a 1 percent premium for getting that loan and, in addition to that, 
the banks are requiring 10 and 15 percent and in some cases higher, 
contingent upon the volume that the small builder is doing. 
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I think I mentioned that of our 4,700 homes, I would say that in 
excess of 75 percent of those homes had been in the — GI homes. 
It is becoming very apparent that because of practically no return to 
the bank for ‘taking veteran loans that they are tightening tremen- 
dously upon what ‘their requirements are, and when we reach the 
point where we have to constantly be increasing the downpayment 
5 or 10 percent, we very quickly eliminate the veteran out of the 
market and are going to be compelled to go into conventional or 
FHA financing. 

The petition that we submitted to you, gentlemen, is an expression 
of the attitude and feelings of the active builders. It was confined 
to the active builders, and their attitude is simply that unless there 
is consideration given to an increase in the interest rates, that we are 
simply going to have to look to other types of financing and building 
other than veteran housing. 

Mr. Tracur. Does that “petition state what the vote was, whether 
it was unanimous or what it was? 

Mr. Dox. It was unanimous. 

Mr. Teacur. Could you give us approximately the number of people 
involved in this? Did you say a while ago 20 or 30 builders? 

Mr. Dotti. No, there were in excess of that. Better than 50 percent 
of our active builders were present at that meeting. 

Mr. Tracur. It was a unanimous vote? 

Mr. Dot. Yes. We would have had a higher percentage but, un- 
fortunately, we were under the opinion that this hearing was going 
to be a little bit later and within 24 hours we had to call the meeting. 

Mr. Proury. What downpayment did you say the banks were re- 
quiring now? 

Mr. Dotx. You have a variation in downpayment factors contingent 
upon the volume that the builder happens to be building. A bulder 
who is building 100 or 150 or 200 homes or upward is getting more 
favorable attention. He has been getting more favorable terms right 
along than the small-volume builder. We had a definite relation there. 
By the same token, the t ightening on the larger builder is having its 
effect, but it is also having a more pronounce ed effect on the producer 
of the larger part of the volume which is the small builder. Where 
we were getting loans in the past with 10 percent or less, we are now 
being confronted with the necessity of getting 15 percent and more 
and it is progressively getting worse. To lay the cards strictly on 
the table, they are simply not interested in GI loans unless they can 
make a profit on them. 

Mr. Proutry. That downpayment figure applies to—in general in 
the Buffalo area you would say ? 

Mr. Dotx. Yes. 

Mr. Prouty-. Fifteen or up, you say? 

Mr. Dott. I want to qualify that. I want to make that clear. It 
pertains in that 15 percent bracket to the small-volume builder. It 
is not true at the present time with the large-volume builder. 

Mr. Epmonpson. Your small-volume builder builds 75 percent of 
your homes in the Buffalo area? 

Mr. Dou. That is correct. By the same token, that large-volume 
builder has been curtailed. He was getting 30-year loans, 25-year 
loans, and very liberal downpayment; they are likewise increasing 
the requirements from him. 
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Mr. Proury. You think if the interest rate is increased that the 
down payments will probably be lower, too? 

Mr. Dott. We feel quite certain that that would be the result of it. 

Mr. Proury. Any questions, Mr. Teague? 

Mr. Tracur. What do you people think about direct loans? 

Mr. Dow. I don’t know whether the Government is going to get 
enough money to make the direct loans to go into it in all of its rami- 
fications to the point where the Government was taking over the en- 
tire GI loan program. 

Mr. Tracur. Should we have direct loans? 

Mr. Dou. I would not personally be in favor of it. 

Mr. Teacur. What about the rural areas? What about the rural 
areas where they just can't get money ? 

Mr. Dott. I, of ¢ ourse, can only state with a degree of authority on 
metropolitan Buffalo area. I operate myself in a small township. 
We have not had any difficulty in getting GI loans. 

Mr. Tracur. The largest town in our district is 18,000 and about 
the only money that comes in there is the money that some large in- 
surance companies will send in because of public relations and that 
kind of thing, and there are practically no guaranteed loans at all in 
that area. There is no money available. 

Mr. Doru. Well, I cannot, of course, compare that situation enough 
beyond to compare it with the Buffalo area. It is not true in our area. 
We can get a GI loan in any portion of the surrounding counties. 

Mr. Proury. Mr. Meadows? 

Mr. Meapows. No. 

Mr. Proury. Mr. Bonin? 

Mr. Bonin. No questions. 

Mr. Proury. Mr. Edmondson? 

Mr. Epmonpson. I think from a practical standpoint, without tak- 
ing any position at all on the question of increase to the 414-percent 
figure, ‘that this situation is going to confront exponents of an increase 
to 41% percent, that in these areas such as Mr. Teague has described, 
where there is no money available for housing, that undoubtedly some 
provision is going to have to be made for those areas also and there 
may even have to be in the whole legislative process some compromise 
and some horse trading on the situation, and that’s why we are inter- 
ested in determining the attitude of the building industry _ of lend- 
ing institutions on the question of direct loans ‘for areas where money 
is not otherwise available. 

Mr. Dott. Coming back to that situation, prior to the worsening 
of the mortgage market, we did have the condition in the outlying 
areas of the. country that your GI loans were going out there when 
it was profitable to go out. You have as I understand it, a varying 
situation across the country of the availability of mortgage money. 
Obviously, if you are in the business of making mortgage ‘loans and 
the return is down to the infinitesimal fraction of 1 pere cent and you 
can make those loans in your own backyard, you are going to make 
them in your own backyard before you are going to go a thousand 

miles away. 

Mr. EpMonpson. No criticism is intended by—— 

Mr. Dott. I appreciate that, but coming back to that interest rate, 
again if the return becomes favorable, the money markets are going 
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to go farther afield to place that money and you are not going to 
correct all of the ills that exist in the money market by simply in- 
creasing the rate but you are going to take it back toward the condi- 
tion that existed previously. 

Mr. EpmMonpson. I am sure they would go farther afield but Mr. 
Teague and I and a lot of our colleagues are just specifically required 
to be interested in whether they would go as far afield as the second 
district of Oklahoma and the sixth district of Texas and some of 
those p laces out there. 

Mr. Tracur. As I remember the figure, you got 29 percent of the 
veteran population in your part of the country and you have got 
either 40 or 60 percent of the veteran loans in that part of the country 
because the money is there. 

Mr. Meanows. We had a Congressman up here before this commit- 
tee just a few days before and testified that at no time through the 
entire history of the GI program was there ever a guaranteed loan 
made in his district and finally they passed this direct-loan program 
and now they have had about a thousand loans made in his district. 

Mr. Teacur. They never had one in Key West, Fla., at any time in 
the whole program up until the direct loans went in. 

Mr. Juerre. GI loans? 

Mr. Tracur. GI loans in Key West, Fla. 

Mr. Doty. Aren’t you finding that situation existing in your smaller 
towns? That is due to the red tape that is involved in GI loans and 
due to the background and knowledge they have got of the processing 
of them that they just don’t want to take them. 

Mr. Mrapows. The interest rate is not enough; they are just not 
interested in it, period. They wouldn’t be interested at 414 percent 
und probab ly wouldn’t be at 5. 

Mr. Epmonpson. Their supplies of money are too limited and there 
are too many current urgent needs for le nding of that money in their 

communities that they have to consider. 

Mr. Dott. Of course, you come back to the point that if the large 
areas of the money market get a favorable return, they will move out 

again to where the "y were before and they were pretty well across the 
country. 

Mr. Meapows. Pretty good in some areas. 

Mr. Dox. I don’t know whether they went down to Key West, that 
is a little point way down at the end down there. 

Mr. Tracur. That was one example that I remembered. 

The CratrMan. Do you want your other people to testify ? 

Will you state your name and association ¢ 

Mr. Greseckr. Oscar R. Giesecke. I am past president of the 
suilders Association and treasurer of the New York State Home 
suilders Association. 

As Mr. Doll explained, we didn’t have much time to prepare our 
information here. 

The CHatrMan. We appreciate your coming in on the short notice. 
We hadn’t anticipated that other States would come in, but you are to 
be congratulated because you have saved the taxpayers some money and 
now it won't be necessary under any circumstances for us to go to 
Buffalo. 

Mr. EpmMonpson. You are from Buffalo? 
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Mr. GresecKe. I am from Buffalo; yes. 

In answer to your question, Mr. Doll finally answered it, that money 
working for wages, if it gets the return on the honest effort, is going 
out there to relieve some of your situation. 

We in Buffalo have, as you heard yesterday, enjoyed a very, very 
unique situation in having available mortgage money. Our loans are 
right top dollar. We have had an excellent, close cooperation both 
from the lender, the Veterans’ Administration, and the builder. 
Our subdivisions are set out, our prior commitments are made. We 
have built our housing knowing that we have our certificate of reason- 
able values issued on the units as long as they are built according to the 
plans and specifications that are furnished. The mortgage money we 
know is available in our lending institutions; they are committed to 
us for that and have not yet backed down on it. 

By working closely together with them we found several years 
ago that it was necessary through some poor public relations to estab- 
lish a builders’ grievance committee. Iam very happy to report that 
that committee is practically out of work. They have had no com- 
plaints in 2 years’ time. We have been able to eliminate that either 
by an educational process on some of our builders who may have per- 
haps been doing some sh: idy business. The lending institutions when 
they get onto such a builder have just cut him off from mortgage 
money. They have all been doing, I believe, a very good job. There 
is an exceptional case here and there that we have tried to get to as soon 
as we hear about it. We get out and work. 

Mr. Tracur. May I interrupt there? 

Mr. Gresecxe. Yes, 

Mr. Tracur. I can name you another town in the State of New 
York almost exactly the same type as Buffalo that we have gotten 
hundreds and hundreds of complaints out of and I think many of 
them have been justified. I think right there is the difference. I 
think what you are doing is the thing that builders can do to help this 
whole situation. 

Mr. Gresecke. We believe that this builders’ grievance committee 
working with the veterans or any service organization of the veterans, 
we have a close cooperation with the Buffalo Better Business Bureau, 
we have close cooperation with the Veterans’ Administration, and 
the banks, and we work very harmoniously with them. 

Mr. Tracur. A shady builder cannot exist in that situation. 

Mr. Gresecke. He can, but he has got tough sledding. 

Now, on top of that, for a period of time now we have been furnish- 
ing on our own a warranty certificate for our homes. ‘That is not true 
of all of our members but most of our members are furnishing a 
warranty certificate with every home voluntarily. 

Mr. Meapows. Patterned after the suggestion of the national 
association ¢ 

Mr. Griesecke. Patterned after the suggestion of the national; 
yes, sir. 

We furnish that to the veteran right at the time of the closing. 
Now, I will be quite frank with you, | like that warranty certificate, 
because it puts a time limitation on my warranty, more or less. We 
still go back on houses 4 or 5 years old; the people have got a minor 
complaint crop up and if it is something that we can readily do, we 
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fixitup. If it issomething that is their own fault, we advise them of 
that. 

We furnish our customers all with a manual on the care and 
maintenance of the home. I mean, after a while you get a little tired 
of completing a complaint because a door squeaks. You go there and 
put a drop of oil on the hinge and then the squeak is gone. That is 
something that they should know about and should be prepared to 
take care of themselves. 

I feel that with our warranty and with our service manual we have 
eliminated an awful lot of these complaints by an educational program 
on our builders. We have eliminated the complaints that may have 
come to you men. 

By that cycle of operation and with our close cooperation with our 
Veterans’ Administration and the banks we have gotten this whole 
thing down to a point where we are working harmoniously. Our 
lending institutions have gone along with good money for us because 
their cost of operation has been cut to some extent. They haven’t 
had to send their inspectors out to find out what the trouble is or 
having irate homeowners in taking up their time. We feel that that 
has been beneficial to us. 

Now, the lending institutions come in with increased operating 
costs and they have gotten VA mortgages to a point where their 
return is getting too low. They are still giving us our mortgage 
money but the reluctance to do so is increasing so that they nave 
thought that of necessity that the requirements have had to be 
stiffened, downpayment requirements. I mean, up until a couple 
of months ago on a $12,000 house, yes, we would sell it for $600 down. 
in most cases the lending institutions were quite content to go along 
with it but the reluctance has been increasing to accept those mort- 
gages at that amount. They are getting to a point where they want 
more and more downpayment. 

The Cuarrman. The $12,000 house you speak of, would that be 
2 bedrooms? 

Mr. Gresecke. A $12,000 house is 2 bedrooms and bath, a living 
room, and a kitchen with a dining area, and expandable second 
floor. 

Mr. Mrapows. Basement ? 

Mr. Giesecke. Full basement, poured concrete, forced-air oil heat, 
52-gallon electric hot-water tank, fully insulated. 

Mr. Meapows. Frame construction ? 

Mr. Gresecke. Frame constructed. 

There is one point that I don’t know whether our bankers brought 
up yesterday and that is the point that they are losing confidence in 
the Veterans’ Administration. 

The Cuatrman. Yes; they brought that out very clearly. In fact, 
your representative from Buffalo, Mr. Marvin, made a very thorough 
presentation along that line. 

Mr. Gizsecxe. We have a Veterans’ Administration there, as I said, 
they work very closely and harmoniously. They approach everything 
from a realistic attitude. They take their directives from Washing- 
ton and set up an operating procedure. We go along on the operating 
procedure, the bank sets up everything for themselves under the same 
operating procedure, along comes another bulletin out of Washington 
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changing the whole thing around and, consequently, they lose their 
confidence because all of this paperwork is practically thrown out, 
and starts over again. 

I didn’t have time to study it yesterday but in the mail I have got a 
bulletin from the VA, TB-4A-135, in which they are changing all 
their forms again. I don’t know whether it is 1802, I didn’t have a 
chance to study it, but those application forms are all changed again 
just about the time they get used to how these things are made up and 
along comes a change. As I say, I didn’t have a chance to study that 
particular form to tell the ramifications of it. 

I was trying to make some notes of questions that were asked of the 
previous witness. I couldn’t get them all down. I wanted to answer 
those as they pertain to Buffalo. 

Mr. Dott. Mr. Chairman, I would like to interject a remark in here, 
I think that in the metropolitan Buffalo area the average loan is a 
$10,000 loan and out of the $10,000 loan at a 4% percent interest rate, 
if the loan were to run the full 20-year term, the cost of that increase 
actually wouldn’t amount to $648.20. However, the terms of those 
loans are not running 20 years, they are running approximately 8 
years, and based on an 8-year factor the cost of that matter to the 
veteran amounts to $259.30. 

What we are finding is not that the veteran is primarily concerned 
with the interest rate; he is willing to recognize that the interest rate 
ought to reflect the normal mortgage market. What he is concerned 
with is the amount of down payment that he has got to put down and 
the rate of the amortization of the mortgage. 

The Cuarrman. Your Mr. Marvin brought that out yesterday. 

Mr. Dot. It is rather incongruous that the veteran should be con- 
cerned with the length of the amortization of a mortgage when he is 
paying it off in 8 years but, nevertheless, that is the paramount obstacle 
in his mind, and if we can get downpayments back down to the lower 
terms, we can get the amortization increased up to the 25, 30-year 
terms, we are going to answer the problem and if we don’t we are going 
to lose the market. 

The Cuarrman. Getting back to the type of house you build there, 
at what temperature do you figure your heat loss? Five or ten below # 

Mr. Giesecke. I am not engineer enough to figure the B. t. u. heat 
loss. We turn our plans over to an engineering concern and they figure 
the heat loss and the size unit necessary to take care of that. If that 
house needs a unit that would be rated as we will say a 65,000 B. t. u. 
unit, then we step to the next highest or the next rate furnace. We give 
the margin of safety factor. 

We found that the difference in cost between the one and the next 
size is not as important as having the peace of mind and knowing yon 
are not going to have people calling you up at 3 o’clock in the morning 
saying, “I got no heat.” 

I have been very much conscious of that problem in my own particu- 
lar case. I have tried to overheat rather than even hit it right on the 
line. We figured our heat loss on the basis of no storm sash so that 
when storm sash is supplied they have that extra margin of safety. 

The CuarrMan. Thank you. 

Mr. Gresecke. There is just one other point that I would like to 
bring in, in support of Mr. Marvin, who evidently made an impression 
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on you. I would like to say that their organization, they know what 
they are talking about. They have been very realistic to the veterans 
in Buffalo and for myself it is not the exception when I say that I have 
been doing in the past 3 months—we have had 30-year loans, so they 
are going all out just as far as they can, and when they came to us and 
showed us their facts and figures of where veteran loans were no longer 
feasible, we practically had to take their word because that is the’ kind 
of an operation that we have with our three departments in Buffalo. 

May I make one further observation? I don’t want to take up your 
day here. 

The matter of plans and specifications and contracts was — 
up to a previous witness. It is sort of a revelation, that idea of 
contract being brought up to us. In Buffalo we have a standard el 
estate form of contract a at has been passed upon by the lawyers, the 
bar association, and so forth, and I was under the impression that 
when I signed a contract that I had to abide by the terms of that 
contract. 

When we sign a contract to deliver a home we will say for $12,000, 
that $12,000 is his cost on that contract. If I am unable to supply 
that particular type of equipment that the contract calls for and I 
have to make a substitution, then I have to go out and get the com- 
parative facts and data on that substitution, trying to get a least an 
equal or better substitution. Then I get a waiver from the purchaser 
signed by him that it is agreeable with him that we substitute type B 
eens in place of type A furnace. Then we take that to the Veter- 
ans’ Administration and on their cost data, their set of figures, they 
determine whether that is a comparable unit that I am replacing. If 
it is, they merely note the change in ‘the spec ifications and give me 
authorization to make that change. If it is something that is being 
deleted, then we go back and get a complete change of CRV and 
rewrite the contract. 

I can say that 1 know of no case in the Buffalo area where the vet- 
eran would start out with, we will say, a $10,000 deal on a contract 
and wind up with one of these cases of being depressed $2,000. That 
we do not have. 

Mr. Tracur. That happened to us time and time again. 

Mr. Gresecke. I had never heard of it. It was a revelation to me. 

Mr. Tracur. Escalator clauses in the contracts. 

Mr. Gresecke. We do not write an escalator clause in our contracts 
at all. I signed a contract with a veteran today to deliver to him a 
home at a stipulated price, according to the plans and specifications 
on file in my office, the Veterans’ Administration and the bank, all of 
which are subject to his perusal, and I delivered that house for that 
contract price. We have had labor increases, for instance, and mate- 
rial increases that have had to come out of our pocket because we con- 
sider that contract binding. We have not written escalators at all. 

Mr. Meapows. The three devices that are commonly in use in many 
areas is that the price even though it is stated as a fixed figure would 
be subject to any increases which the VA might grant in that area, and 
almost everybody got an increase, and of course the veteran is sub- 
jected to it. Then any changes 

Mr. Tracur. He didn’t even know about it. 

Mr. Meapows. And then any changes in any of the specifications 
could be made so long as the VA approved them. 
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And then a performance specification that final approval by the VA 
constituted compliance with the contract by the builder and that the 
purchaser had no further recourse if the property was accepted by 
the Veterans’ Administration. 

Those three devices of course put a great burden on the Veterans’ 
Administration and immediately put the veteran howling to the Vet- 
erans’ Administration just as soon as something happened. 

We would find a whole list. We would find that the veteran looked 
at a model house as was described here before, that the contractor 
had a provision that any change agreed to by the Veterans’ Admin- 
istration would be all right. ‘Then we would find that the builder 
could go to the Veterans’ Administration and get a whole series, as 
many as a dozen, downgrading changes which might affect the value 
of the property as much as $500 and the veteran would be forced to 
accept it in accordance with the contract. 

Mr. Gresecke. Our VA is certainly lcoking out for the veteran 
because if there is any change that is a downgrade, be it a $10 bill, 
it comes off the contract price. 

Mr. Meapows. Would you like to get a change from solid sod to 
seeding at the same price ? 

Mr. Gresecke. We don’t use sod in Buffalo. We supply nothing 
that grows. 

Mr. Meapows. Would you like a change from No. 1 hardwood floor- 
ing in one bedroom to first grade pine ? 

Mr. Girsecke. We can’t do it. We never consider that we can 
make those changes. 

Mr. Meapows. Would you like to change the capacity of the heating 
plant from 60,000 to 45,000 B. t. u. with no change in price? 

Mr. Gresecke. We never considered it ourselves. 

Mr. Mrapows. We have seen as many as a dozen such changes. 

Would you like to arbitrarily drop the three screens on basement 
windows with no change in the CRV? Change the stair treads with- 
out any change whatsoever; change from ‘No. 1 hardwood floors 
to reject maple —reject of beech ? That sort of thing was done rou- 
tinely by the Veterans’ Administration with no change in the price 
and it was done under these conditions of contract which permitted 
it. 

Mr. Tracur. Those are the things that brought on the redtape. 
That is what causes the redtape on you people. 

Mr. Gresecke. Like the sample contract that the Veterans’ Admin- 
istration send around. 

Mr. Treacur. I haven't seen that. 

Mr. Gresecker. You should see that one. But we have always con- 
sidered that a change in specifications upward through our own in- 
ability to procure a certain item——— 

Mr. Meapows. You are entitled to an increase. 

Mr. Gresecke. We may be entitled to it but I never applied for the 
increase. I have swallowed it myself to get the job done and get the 
fellow in. 

I can’t speak for all the builders but there is a good percentage in 
Buffalo when we sell a house, it is a package proposition; that is, all 
the financing costs are included in that sale price, the mortgage ex- 
penses, the tax stamps, et cetera. Those are all in our sales price so 
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that when we quote a house at $12,600, $600 down, we usually have a 
$100 margin factor and make it $700 down. But when the veteran 
moved into that house, he had to put up one thing, his escrow, for 
taxes, fire insurance, and so forth. That is the part that was not 
covered by his monthly payments when that tax bill rolls around. 
That was his cost factor. All the other items were included in the 
sale price and were covered by his down payment, no escalators, noth- 
ing. 

Mr. Tracur. Do you people have any objection to this provision of 
law that gives the Veterans’ Administration the right to refuse to 
appraise property where a man has refused on other property to com- 
plete his contract? Have you had any experience with that at all? 

The law says that the Administrator shall have the right to refuse 
to appraise any dwelling or housing project owned, sponsored, or to 
be constructed by any person identified with housing previously sold 
to veterans in this title as to which substantial deficiencies have been 
discovered. Of course, that was written as a result of this same thing 
we are talking about. 

Mr. Gresecke. That was written as a result of the same thing. It 
was written as a policing method. 

Mr. Teacur. That’s right. 

Mr. Giesecke. If a builder is not going to comply in this subdivi- 
sion, they can only assume that he is not going to comply with the 
next one. 

Mr. Meapows. Do you know whether it has been invoked in Buffalo? 

Mr. Gresecke. I don’t know. 

Mr. Dot. No. 

Mr. Meapows. We had testimony here yesterday that it has been 
invoked on 2 or 3 occasions in the Cleveland area. We know in 
Washington it has been invoked in the case of three of the largest 
builders in Washington, permanently, apparently. 

Mr. GresecKkEe. We have had cases in the past in our area of veteran 
housing that was very crummy, believe me it wascrummy. We didn’t 
even know it was going on. It wasn’t by a builder; it was one of those 
opportunists who stepped in and thought the building business was 
going to be a lucrative field and in order to make it lucrative, he had 
to chop, chop, and, frankly, when I took a look at the stuff I thought 
it was a slum-clearance job and not a new construction job, but he is 
no longer in business. 

Our suppliers will work along pretty much the same way. They 
don’t want to get tied up with that kind of an operation. 

The CratrmMan. In other words, you feel that the local organiza- 
tions can do a Jot to police their own problems ¢ 

Mr. GreseckeE. I feel that the local builders can do the best job pos- 
sible that could possibly be done to police the building industry in their 
own area, and I think that our association has done a wonderful job. 
I would like to get that plug in because I think they have done a nice 
job. We have taken the recommendations of our national and fitted 
them to the local conditions the best way possible. 

Mr. EpmMonpson. Is this grievance committee the result of a national 
recommendation of your national association ? 

Mr. Greseckr. Our grievance committee was in operation a year and 
a half before the national recommended it. 
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Mr. Epmonpson. But it now is the national recommendation ? 

Mr. Gresecke. It now is the national recommendation. 

Mr. Epmonpson. I think it is a fine step. 

Mr. Gieseckr. Suddenly we had a newspaper article, a public-rela- 
tions job that was detrimental to the industry, and don’t forget the 
minute an opportunist steps out who is not a builder but an opportun- 
ist, he steps out and starts a job, knows nothing about it, and as this 
lad before us stated there are so many items that go into the making 
of a home, there are so many human personalities that enter into it, 
all of which have to be policed, and it has to have the know-how of the 
builder who is putting the ball of wax together—and the opportunist 
gets in there and he can do more in 10 minutes’ time to disrupt a good 
organized business by one newspaper article than anything else. 

We had such a thing crop up in our Buffalo area and we got together 
a committee of, I think there were five on the committee, and we checked 
into the operation and there wasn’t anything we could do but back up 
the complaint. The Buffalo Better Business Bureau heard about it 
and the next complaint they got, they asked us if we would have a rep- 
resentative go with them. 

Our representative went along with the Buffalo Better Business 
Bureau, one member with several of their members. And the com- 
plaint was shown as strictly a chronic proposition. 

This went on for a while and now the committee, our grievance 
committee, has complaints from the Buffalo Better Business Bureau 
referred to it and one member now goes with our committee, some- 
times they don’t even go with our committee, they say, “Will you check 
this particular complaint for us and give us a report ?” 

Because we have tried to work honestly with them they now have 
confidence in us that we will do the best thing possible for everybody 
concerned. 

Mr. Tracur. I certainly want to commend you gentlemen. It is 
very refreshing to run into a situation like that after some of the 
things we have seen. 

Mr. Greseckxe. What we are afraid of is that if the return on these 
mortgage rates doesn’t look good we will have the same condition that 
exists in Oklahoma, Texas, and Florida, that is, the discounted mort- 
gages. 

The Cuamman. In other words, you feel that as long as he can 
have an operation like you have had, the veteran is really getting a 
good house at a fair price; when you have to start to cut the corners 
and get into the discount field, that thats where a lot of the trouble 
comes into the situation ? 

Mr. Giesecke. I attended a meeting in Florida, at Miami Beach, it 
was held there with the national president of the association, Emanuel 
Spiegel, president of the Chase Federal Savings and Loan Bank of 
Miami, a fellow by the name of Clements, stated that everybody knew 
that the $10,000 mortgage was paid off on the basis of $9,500. Now, 
there is $500 floating around here that the builder is short. It has 
either got to be made up by an overvaluation so that he has that cov- 
erage or something else because he cannot afford to put $500 into every 
house. It is covered up in there somewhere or in the cases that you 
have run into there has been $500 worth of value probably milked 
right out of that house which gives you your shoddy construction that 
will not stand up. 
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I believe that same condition of discounting mortgages exists in 
Oklahoma and Texas, they have had it right along, 5, 6, and 7 percent, 
as I heard. 

The CuHarrman. What does the average builder feel he is entitled 
to# What do you consider a fair profit, net, on a $10,000 transaction? 

Mr. Giesecke. Now you are getting into a trade secret but I will tell 
you how we operate. We operate on the basis of material and labor 
costs plus 12 percent, which is the FHA rule of thumb that they have 
worked with for years, and by sitting down with both the FHA 
evaluators and the VA, we have been able to work out our values. 

Now, two appraisers going in an any proposition, if they come 
within $200, I feel they are doing a good, close appraisal job. We have 
been able to keep our figures with VA within $100 and then it is a 
give and take proposition. 

The CHarrman. As you pointed out, operating on that margin, 
which i - certainly a fair one, you havent got $500 to throw away. 

Mr. Gresecke. In our operation I am selling my houses $200 under 
my CRV’s right now. 

The Cuairman. We certainly thank you gentlemen for coming 
down from Buffalo. 

Is the other gentleman going to add something? 

Mr. Jurrre. My name is Juette; I am secretary of the Niagara 
Frontier Builders Association. 

I can only underline the remarks of my two colleagues and serious 
consideration should be given to the increase of mortgage money from 
four to 414 2 percent. 

Our experience in the last few months with our lending institutions 
with whom we do business is that they are getting more conservative 
and demanding as much as 20 percent on a $12,000 house. And that 
one factor should be considered, that there is a large demand for a 
3-bedroom home which would naturally increase the sales price, 
inasmuch as the great majority and the large amount and great num- 
ber of veterans have increased the members ‘of their families from 1 to 
2, 3 to 4 children. Those people cannot live in a 2-bedroom home, 
and the ee industry naturally must provide shelter for those 
people, and you cannot build a good veteran home for much less than 
$13,000. 

Inasmuch as the town we are operating in demands a larger lot 
area, a minimum of 7,500 square feet, which means about 55 and 60 
front, the FHA demands a fancy layout, and the VA, according to 
the news given out, that they will consider a subdivision layout, and 
all of those costs naturally will increase the price of the home, and 
inasmuch as this home will sell for about $30,000, the veteran will have 
to have a larger down payment. 

Raed if the rate of interest could be increased from 4 to 414 percent 
there will be more money available, but, as has been previously stated, 
the terms of the mortgage should be changed, not only left up to the 
bank and institutions; it should be a legislative e act. 

The Cuarrman. And the guaranty? 

Mr. Jurrre. Guaranty extended accordingly. 

I believe my colleagues have impressed you with the relationships 
in Buffalo. T can only underline that. We serve the veteran in the 
same manner as if it were a cash deal or a conventional mortgage or 
FHA. We do not make any exceptions. 
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The Cuairman. I believe Mr. Teague has a question. 

Mr. Teacur. Is it fair to feel that your national organization can 
do the same type of job nationally that you people have done locally 
in Buffalo? 

Mr. Jurrre. There is no reason why it couldn’t. Of course, it de- 
pends a great deal on the individuals, and we are very happy in Buf- 
falo that we hi: + our position, and we are very serious about it, who 
is doing shady business, to expel him from the organization. 

Mr. ‘teacue. I can’t help but believe in my own mind that your 
national organization has not done the job it could have. Is there some 
particular reason for that? 

Mr. Juerre. Well, maybe they haven't got the control of it so much. 

The Cuarrman. Would you send the committee a copy of this book- 
let that you have? 

Mr. Giesecke. We would be very happy to. 

The Crarrman. And a copy of your warranty ? 

Mr. Giesecke. Yes. 

The Cuarrman. And other information that you have that you 
think would be of interest to us. 

Mr. Giesecke. To whom should I address that ? 

The CHairman. Address that to Congressman Ayres—A-y-r-e-s— 
Washington, D. C. 

Mr. EpmMonpson. I think an added factor in the high standards in 
the Buffalo area and the general respect that I observed ud there in 
the time that I spent up in the Buffalo and Rochester are: as is the 
pretty high type of citizenship and a high type of regard for law and 
for law enforcement. I think that prevails in that area, and 1 think 
that is a contributing factor to the fine standards you have been able 
to reach. 

Mr. Doutu. There might be a secondary factor there that possibly we 


are older builders, by and large, than many of your other cities. Most 
of us date back to the depression days, and we have had a good number 
of vears—gee, I am making long graybeards of us. 


Mr. Greseckr. I am the third generation in my family. so 

The Cuairman. I found this true—that is the reason I asked you 
about what temperature you figured your heating at—I found in the 
colder areas where you have to build a better house or you hear from 
the customer very quic ‘kly, that you get a better house, and a good 
share of the difficulty in Washington, for instance, where you can get 
by with a cheap hate, a bare minimum because you hope and pray 
that it won’t get cold, but you know each year that it is going to. 

Mr. Gresecke. We have been lucky the last couple of years but 
Buffalo usually has got some bad weather. I don’t know why they 
call Chicago the W indy C ity; Buffalo has got a lot more wind. I am 
bringing a little bit of hot here today. 

We fully insulate our homes in most cases and we give them a little 
over-sized heating system. Maybe the kids are running out more, the 
doors are open, the heat loss is great, but it is easier to give too much 
than not enough. 

Just one thing I wanted to throw in here, that Mr. Juette brought 
up with the larger homes. We have had enough inquiries lately for 
4-bedroom houses that we have had our achitects developing a 4-bed- 
room home and we are going ahead and going to start building that 
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on a trial basis, speculative, to see how it goes. I have had perhaps 
15, 20 requests in the last year which shows that the size of the families 
is Increasing. 

The CuarrMan. We certainly thank you gentlemen for taking the 
trouble to come down here. We will tell Congresman R: adwan that 
you did nothing to embarrass him, that you have even added to the 
feeling in Congress that Buffalo is a nice place. 

Mr. Gresecke. Thank you. 

Mr. Dott. Thank you for those kind words. 

The Cuarrman. We were invited as a committee yesterday by Mr 

. P. Bryan, secretary and treasurer of the Cuyahoga Savings Asso 
c hisien. to go out and visit a project that they have under construction. 
It won't be possible for the entire committee to go but Mr. Edmond- 
son from Oklahoma will be leaving now to go out there, so that ac- 
counts for his absence. 


STATEMENT OF E. C. NEIDING, PRESIDENT OF THE OHIO 
ASSOCIATION OF REAL ESTATE BOARDS 


The Cuarrman. Would you state your full name and your address 
and association that you are representing _ re today ? 

Mr. Nemwrne. Yes, sir. My name is E. C. Ne iding, 6959 Archwood 
Avenue, Lorain, Ohio. Business id at is 356 Broadway, Lorain, 
Ohio, and I am president of the Ohio Association of Real Estate 
Boards. 

The Cuarrman. Mr. Neiding, at this point I want to tell the com- 


mittee that we have received over 60 affidavits from presidents of 
real estate boards throughout the State of Ohio. They are all identi- 
cal and we won’t insert each of the affidavits in the record but we will 
put in one which will speak for the entire group. We appreciate the 
efforts that your organization went to in contacting all of your presi- 
dents because it will make a ver Vv good contr ibution to the over all pic- 
ture. 
(The affidavit referred to is as follows:) 


AN AFFIDAVIT IN SUPPORT OF AN INCREASE IN GI MortTGAGE INTEREST RATES 


STATE OF ONTO, 
Hamilton County, 8s: 


Now comes Charles H. Walsh, who, after being first duly sworn, deposes and 
says that he is the president of the Cincinnati Real Estate Board; that said 
real-estate board is composed of 593 members engaged in the regular sale and 
building of homes in Hamilton County; that GI loans are not readily available to 
veterans in this area and that in his experience and opinion the chief reason 
for the unavailability of GI loans is the fact that the interest rate for such 
loans has not been permitted to rise with other going rates above 4 percent. 

Deponent further states that he has irequent occasion to discuss housing 
with veterans and that most veterans have no objection whatsoever to a one- 
half percent increase in the interest rate for GI mortgage loans; that most vet- 
erans, in his experience and opinion, are interested in buying a home requiring 
a minimum down payment and 15 to 20 years amortization. 

Deporent further says that in his opinion the existing interest rate of 4 per- 
cent is unrealistic; that lending institutions cannot be expected to make loans 
at 4 percent when 4% and 5 percent loans are in strong demand and when the 
United States Government, in order to find a ready market for its own obliga- 
tions has been compelled to increase interest rates making this tax execpt secu- 
rity much more attractive than a taxable 4 percent security. 
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Deponent further states that in his opinion, the interest rate on GI mortgages 
should be increased to 4% percent per annum and that by so doing, lendable funds 
will be attracted to that market. 

CHARLES H. WALSH. 
STATE OF OHIO, 
Hamilton County. 

Sworn to before me and acknowledged in my presence this 14th day of March 
19538 

[SEAL ] 

Harry J. MoHLMAN, 
Notary Public, Hamilton County, Ohio. 
My commission expires October 2, 1954. 


Mr. Nerprna. I, at this time want to compliment the committee for 
the active interest they have taken on this raising of the VA interest 
rate. 

The CuatrmMan. Just at that point, Mr. Neiding, we have not taken 
an active interest in the raising of it; we have taken an active interest 
in attempting to obtain the facts as to what was needed. 

Mr. Newrne. That is probably my mistake, then, but I do want 
to compliment you on doing the work that you have been doing in 
your committee regardless of party affiliations. You have been very 
nice to take the time to do this. 

First of all. I want to inject that realtors are somewhat different 
than just brokers. Realtors are men who are bound by a code of 
ethics to their local real estate board, to their State association, and 
to the national association, and they must abide by that code of 
ethics. We have grievance committees in most all boards and we have 
a license-law committee, and our license-law committee, for your 
information, requires that when we make a deal that a copy of the 
sales agreement must be left with the party buying and the party 
selling, so that you understand that, signed by both parties. I want 
you to understand that part of it. 

Getting into the GI loan proposition, I, during the past few years, 
have been very close to this and I want to compliment the VA office 
in Cleveland. They have tried to do everything they could; they have 
been very cooperative. During the last part of 1951 and 1952 our 
office probably, and it is a small office, made 50 to 60 direct loans from 
their office. At times we might run into difficulties on the appraisal, 
where it would be a little bit high or something of that kind, but we 
could go into the office and they would cooperate and before long we 
had both parties together on the price that was agreeable and each one 
had a copy and a new contract was signed. 

As to the interest rate, I have talked to several banks in my locality, 
builders and all, and they are not interested in making GI loans at 
+ percent for the reason that they can buy bonds and make more in- 
terest off of them. For instance, I might say public housing bonds 
probably will bring more today than GI mortgages, and that is en- 
couraging public housing which I do not think is healthy for any city. 

On the GI loans, I have talked with the banks in regard to the rates. 
Well, our banks in our locality do not agree that 414 was een enough 
but I did get some of them to commit themselves that they would be 
more lenient to their own customers and all in ms iking some GI loans, 
which is very favorable I would say. 

There are a few things about housing. This group housing, I say, 
is where most of your GI housing has. gone, a big group of housing 
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where some concern is interested in investing their money. And in 
our town, which is about 52,000 people, outside concerns have come in 
and built housing and we cannot get the same financing for the older 
homes or the newer homes that some of the other contractors are build- 
ng, and for that reason the GI is almost compelled to buy one of these 
homes with the down payment that he has. 

I would say that if the same thing would take place on older homes 
and on newer homes that the local contractors themselves could build, 
Il think we would have a much better situation. 

While I am on that. Mr. Meadows, I have to eall attention to a 
statement that you made a little bit ago. 

Mr. Meapows. I thought perhaps you would. 

Mr. Newrne. And I hope you will retract it to some extent. You 
stated that real estate men were responsible for many of the untrue 
statements made on this construction work. Now, you will find 
that—I don’t know if it is in this part of the country and I hope not, 
I haven’t heard of it in Ohio, but you will find that many of these 
housing projects are sold by some agent of that concern itself, not 
by realtors 

“Mr. Meapows. In your prefacing remarks about your organiza- 
tion, about the meaning of a realtor, and so forth, I do be lieve th: at you 
would concur to this extent, that the misapprehension which is created 
wr the erroneous impression which is created in the minds of the aver- 
age veteran purch: iser 1s that the Government is his agent and lawyer 
and attorney and will look after everything for him, which is fostered 
by the contact which he makes with the salesman who has the pressure 
on him to make the sale and who doesn’t earn a commission until he 
does make the sale. 7 hat man has the pre sure on him to make a 
living himself ae he is apt to lead the veteran along. As a matter 
of fact, it has been my person: il experience in contacts with them to 
have a rather heavy job done on myse If. 
Mr. Newrne. I think you will agree, though, it is on the large 
hou ng projects where that has happened. 

Mr. Meapows. Yes, I will agree that is where the checks were 
made, on large hous ing Pp roject S. 

Mr. Neiwinc. So I hope the newspapers when they print that will 
not condemn us realtors for that part of the program because we don’t 
want any part of that. 

Mr. Meapows. And my implication further w: as that we hoped that 
we could look to your org: anizations alo hg the lines that Mr. Teague 
was suggesting, to exercise as much surveillance and pressure on that 
sort of undesirable practice as you can. 

Mr. Neiwrne. I will get to this in just a minute here. 

I feel that the education is a great thing for a lot of GI’s. I know 
the newspapers and radio programs have tried to indicate the GI’s 
to be careful when they go to buy, but just as you had here last night, 
I was here and I know what went on, we don’t think of making a deal 
of that sind, I Can assure you. We would like to have everything in 
black and white and know just where we are going. 

And I feel now it has been the practice with the VA office here in 
Cleveland, and they are not to blame for this, right now they have 
over 800 waiting prospects for homes. 
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Now, when I was selling homes we were probably processing those 
in a period of 3 months but as we went on into early 1952 the money 
diminished, the people would have to wait so long to get either an 
answer that maybe they would get a loan, maybe they wouldn’t, and 
we would have to go out and make a deal, a temporary deal you might 
say, and you as a buyer I would say would not be interested in tying 
your property up for 7, 8, or 9 months and maybe then it was not sold, 
and we couldn’t faithfully go out and persuade you to do it because 
there was a rising market and some cash buyer comes along, the seller 
was tied up, the buyer could back out any time he wanted to according 
to the contract that we had. 

Now, they can only process about 25, as I understand it, with the 
money they have now per month. There are 800 waiting. There is 
ome dissatisfaction so far as the GI’s are concerned when they put 
their names in and they have to wait and wait and wait. If they were 
educated along the line that there was no use and you better wait until 
the money comes in, and all that, I think it would be much better. 

The Cuairman. At that point, Mr. Neiding, I would like to insert 
in the record the report from the VA on the number of direct loan 
requests they have at the present time and the applications that they 
have not even furnished because of the situation. 


Direcr Loan Requests 
Counties from which requests for direct loan applicataions have 


been received and where applications have not been furnished because 
of lack of funds: 


Ashland is gia eisai enh aspen taeaii 1| Jefferson . 198 
Ashtabula ; seid ilies S|} Knox aioe die : $ 
Carroll i. atetiead . 19] Lorain See ae 
Columbiana iets 170 | Morrow 7 1 
Coshocton a -. 13| Ottawa 25 
Crawford <c 15 | Portage pbk 79 
Defiance_-_ ‘ nines) A) SORIA... ition 6 
Erie = ae 27 | Sandusky ae " . 24 
Fulton . eae eee ater 3} Seneca — 
Geauga : y 20 | Tuscarawas-___- 8] 
Harrison tie Sls baitnnieny, a  ee eae aceasta lass 12 
Henry ; snnieeRinmbiaianeinadeans tide 13 | Williams___- . ‘cn 0 
Holmes = Saat were 3} Wood Ss ‘ 50 
Huron Picea 37 | Wyandot__-_ eo 14 


Mr. Newine. Along with that, I do not object to direct loans, I 
think it is helpful in this case, providing the lending institutions in 
that particular community cannot make the loan. I think we are all 
better off if we can deal directly with the lending institution in that 
particular community, and if they cannot, which happened out in 
our territory, the banks were not objecting to some direct loans out 
there, as I recall—— 

The Cuamman. Would you be willing to contact your State asso- 
ciation or those who will be making decisions and file a statement to 
the same effect as you have on the interest rate and as to your position 
on the direct loan program ? 

Mr. Nemrnc. I would have to take that up with our executive com- 
mittee and directors’ meeting which will be next month, the first part 
of next month, and I will be glad to take that up with them. That 
is my personal opinion on thet part of that. 
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The Cuatrman. I realize that, but I would like to have you take 
it up with the State organization and forward to us your position on 
that. 

Mr. Newine. I will be glad to, although I wouldn’t want the direct 
loan to be at any lesser rate of interest than the lending institutions. 

The Cuarrmman. Whatever is done on the interest rate, those two 
will coincide. 

Mr. Provry. Did I understand you to say earlier that the banks in 
your area meena be reluctant to go along with the VA program even 
with the 414 percent interest except to their own customers ! 

Mr. Neipine. I met with them and they do not have a meeting until 
this next week so they couldn’t go on record as to just what they would 
want to do. They said the ‘y would file and send Congressman Ayres 
here a telegram after their meeting. 

Mr. Provry. That is the bankers? 

Mr. Nemrne. Yes, sir. 

Mr. Proury. Thank you. 

Mr. Nerprne. Of both the county and the town as to whi ’ position 
they will take on that I have no right to say except that I did con- 
tact a couple that said they would be more lenient toward their own 
customers. Right now you cannot even get a loan for your own Cus- 
tomers on a GI basis. 

Mr. Proury. Thank you. 

Mr. Mrapows. At this same meeting would it be possible for you 
to possibly discuss another thing, back to this misapprehension idea 
in the minds of the average veteran Asa result of the committee’s 
study last year, they recommended to the Veterans’ Administration 
that it get itself on record as at least properly advising the veteran 
of his rights and his obligations at the same time so they are in the 
process now or are just going to print a rather compt ehensive little 
booklet which will be furnished each sige’ in at the time he files for 
his certificate of aligib: lity, and that booklet is written in lay lan- 
gvuag bu it, neve srtheless, if a person has any desire whatever to pro- 
tect himself, if he will read it, he will get some real information as to 
the various obligations of the parties involved. That thing is going 
into ql lantity print and will be available very soon. EK ven ‘though it 

going to be distributed by the Veterans’ Administration, I am sure 
copies would be made available to organizations such as your own, 
and I think you might find it a very useful device to tie to in further- 
ing an educational campaign or attempting to create in the minds of 
the veteran his own obligations and responsibility. 

I hope you might find it possible to discuss that with them at that 
time. 

Mr. Newine. I will be glad to. 

Mr. Meapows. And be alert to this booklet that will be out soon. 

Mr. Nemrnc. There is one other thing that I know and I am happy 
that there hasn’t been any complaints here about the realtors so far. 
I imagine it was a little embarrassing for C ongressman Ayres last 
evening with all them coming in from Akron with some complaints 
but I can assure you that, as another man stated, that the complaints 
aren’t to be taken too heavily because of the large percentage of build- 
ing that they have done. Probably it was a small percentage of com- 
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plaints, but I can say this, that the complaints could be remedied. 

I find when I make a deal, I try to explain to my buyer and every- 
thing connected with that particular deal so he knows just exactly how 
much money he has to lay out before he signs his name. 

Mr. Meapows. Do you suggest that he seek legal counsel ? 

Mr. Nemrne. If he cares to, I do, yes, sir. I suggest always if they 
want to use legal counsel, they are absolutely all right. We don’t try 
to keep them from that because we feel it is all right. 

The Cuarmman. Do you leave the buyer a copy of what he has 
bought ? 

Mr. Nerpine. Oh, that is the law in the State of Ohio. License 
law requires that we must leave a copy of everything he has signed. 

The Cuarrman. Does he, in turn, have a copy of what your obliga- 
tion is to him, what you are proposing to furnish ? 

Mr. Nerwrne. Oh, that is written right in the contract. 

The CHatrMan. Do you have a set contract ? 

Mr. Neipine. Yes, sir, I have a set contract in my office. How- 
ever— 

The Cuarrman. Is that a mimeographed sheet that you get signed 
by pencil or is it a regular form ? 

Mr. Nerina. No, sir. We have a regular contract that is signed 
and they are all the same, and we require that they sign in ink, and 
our salesman signs or myself as broker, since that contract goes along 
with them. 

Mr. Mrapows. Does the State association recommend a standard 
contract ¢ 

Mr. Neipine. We have a standard contract in the State association 
but all the boys do not use it because it seems that in different parts of 
the State they deal just a little bit differently on taxes and things of 
that kind. 

Mr. Meapows. Could we get a copy of it? 

Mr. Nerina. Sure. Sure, I will be glad to have you have one. 

Mr. Mrapows. We would certainly appreciate receiving a copy of 
it and of the other things mentioned. 

Mr. Nerina. I don’t have a copy but I will be glad to send you a 
copy of this statement. 

You have heard about so much red tape and all that. Now, I don’t 
know what it is on the new houses too much because I am not in the 
building field, but on the existing homes I do say this, that the FHA 
furnishes us with all the forms that are necessary to file an FHA 
loan. We keep those all in our office. We in our office fill those all out 
ourselves and present them to the bank and all they have to do is 
sign their name which they are happy about. 

We find when you know how to fill these forms out, it isn’t much to 
it, and also the VA’s, when we were getting VA loans, we had no trou- 
ble. We didn’t mind the extra work. We felt that some of the things 
that they had there should be required, credit report, his ability to pay, 
and things of that kind, you should know those things. I don’t think 
a lender is going to do those things without knowing his background. 
I put myself in the lender’s shoes, I know I would want to know. 

So I think if the VA could furnish forms so that each broker or 
realtor could have those in their offices and study them, and maybe 
if they didn’t understand them, as somebody spoke about the other 
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d: ay, have somebody who is educated on how to fill those forms out 
be where it would be handy so the different realtors could learn how to 
figure those out, and I think when you find out how easy it is to fill 
them out, the job isn’t nearly as big as they say. 

I don’t know if the VA is making improvements on homes or not. 

Mr. Meapows. No. 

Mr. Newrne. But I did have this brought to my attention, that 


reg urd Ss, if it is a new home or whi: at it is, ce rtified completion of 
that home should never be signed until a home is completed and that 
should be signed and witnessed by the buyer, I think. 


Mr. Mrapows. Have you seen these release devices that some groups 
attempt to use where they attempt al the same time the Vy cone lude the 
to secure releases of various natures from the veterans, 
saying that he absolves them from any icetions responsibility for the 


agreement 


condition of the home, and that sort of thing? 

Mr. Nerrne. No, I haven’t run across any of those at all. I do 
know that we have not had any complaints as far as the state associa- 
tion is concerned and as far as our board is concerned in any way or as 
Gl’s are concerned, they will come up to us for loans and to buy a 
house, and of course, they have the wrong impression, that they can go 


out and buy anything they want and anybody will finance them. 


I t y to put them right. J] don’t try to discourage them but, as one 
boy stated last night here, that he went to some builders and tried to 


buy a home and he wanted to buy an older home which he felt was a 
much better buy than some of the newer ones, and I agree with him 
that respect, if the boys could buy some of these older homes they 
wouldn’t be in debt so far. 
Now, the builders might think ~_ that is go in 2 to hurt them when 
they are after the building end of it, but that, as one builder stated a 


minute ago, we are having more of a demand for 3- and 4-bedroom 
homes. Those people that would sell that older home might be in- 
terested in that 3- or 4-bedroom home, so it is going to still keep the 
building industry going but maybe on a better class of homes. 

So whatever is done, | hope it is done with the view that the veteran 
can buy older homes as well as new because we are interested in the 
older homes and I think myself a man is much better off starting with 
a little bit less-priced home and get it started that way and as his 
family grows he can then buy a better home. 

I have different realtors here as you probably noticed, and I don’t 
know if I have missed a few statements here that they feel I have 
missed, but 1 would like with your permission to ask them if there is 
an yong they would li ke to have me clear up. 

The Cuamman. I think you have covered it very well, and just for 
the s: aa of the record so that it will show there were other represent- 
atives here, we will ge glad to have them give their names and ad- 
dresses and their association to the committee. 

Mr. Nerwinc. Should I ask them ? 

The CuatrmMan. They can stand. 

Mr. Nemrine. Would you stand and give your names and address 
and all? 
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STATEMENT OF GABRIEL MIHUTA, REALTOR, LORAIN, OHIO 


Mr. Mruura. My name is Gabriel Mihuta, I reside at 2751 Cleve- 
land Boulevard in the city of Lorain, Ohio. Iam a realtor by profes- 
sion. I do some small building and if I may, I wish to make a few 
statements here in support of what our president has already said. 

I have at the present time three homes under construction—I am a 
very small builder and I do brokerage besides. I have had 3 vet- 
erans that have approached me, and I am building a 2-bedroom 
home such as the gentleman here has stated from Buffalo, N. Y., 4 
rooms and bath, 850 square ag full basement, copper plumbing, gas 
furnace, that has 90,000 B. t. u., since the committee has asked the ques- 
tion about that, expandible attic. 8-inch bevel siding, which we sell 
for $12,500. It is conventional construction. Not a part of this 
home is prefabricated or otherwise done in any Way, shape, or form. 

‘These veterans have come to me and asked me if they could buy this 
home even though it was practically in the 50 percent completion 
stage. I said, “Why, certainly, I would be glad to.” I said, “This 
home is on the market; we have a set price and we expect to stick with 
that.” 

So naturally I proposed one thing that I cannot do anything without 
financing. I don’t hold my own paper, and it would be their business 
to go out and buy homes and get their own loans. 

Now, they are in the city of Lorain and all the banks, particularly 
those Iam more familiar with, they have done business with them pos- 
sibly for years; their parents have done business with them. And, of 
course, the banker says, Mn i itty sarap homes for Mr. Mihuta; 
we know he gives a very good value, but we are just not interested in 
that GLloan.” And, of course, the veteran wants to know why. 

I have been present at a banker’s table with a veteran and, of course, 
these answers were given and they have a very efficient staff to process 
GI loans. I have had the pleasure of having one and I dare say 
that the whole thing was processed in less than 2 months, which 

shows that the bank is very efficiently staffed if and when they decide 
to make one, but they said that for the purpose of their return on their 
money, their investments, and the necessary paper work and the red 
tape that n was necessary to go through, they found it very unde- 
sirable as a loan at 4 percent, and they were not interested and they 
were very sorry. But, I also want to make the statement that e ach 
of these veterans had as high as $3,000 cash to put ona $12,000 home, 

and that in our community, within a radius of 12 to 15 miles of our 
community, it is not available. The veteran gets the price of $12,500 
and he has been a resident of our community, born and raised there; 
his parents have done business with these banks, and with anywhere 
from $2,500 up, I have never had a veteran ask me to purchase a home 
with anything less than $2,500, and it is not available; not a mortgage 
banker in our territory or within a 12- or 15-mile radius is interested 
in loans of that type. 

And, of course, he has made the statement in my presence 5 or | 
times that if they thought they could get 414 percent on a GI loan, 
they would be glad to make it under those circumstances, but now 
the institution was definitely not interested in making loans of that 
type. 

The Cuatrman. Thank you very much for your statement. 
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Are there any other gentlemen that you want to introduce for the 
sake of the record? But I think we have covered this field pretty well. 

Mr. Newrne. The only thing I want to inject right there, when he 
spoke about his because of this group housing coming out there, 
we are filled up with group housing, but they have programed several 
hundred more for out there which might be handled under GI, which 
affects our community, which, if they were GI loans for the average 
builder out there instead of the outsider coming in and doing it, why, 
he would have a better program. 

Mr. Mruvra. May I make one statement, just a very few seconds? 
I think these three veterans on record in my file, and they were going 
to be here but they couldn’t make it last night, they wanted to give 
their testimony to the effect that if they couldn't do business with us, 
they are compelled to buy a home for $600 or $700 under the price 
that we are asking; they know it is not the type of construction that 
they want, but they are forced to go into a project where there has been 
GI loans committed, and they can walk right in and purchase a home 
for $600; so he is definitely saying that he is buying something against 
his better wishes because he cannot get a mortgage to his satisfaction. 

The Cuarrman. Thank you. 

Now we have a couple of others. 


STATEMENT OF CHARLES E. NORLIN, EXECUTIVE SECRETARY OF 
THE CLEVELAND REAL ESTATE BOARD 


Mr. Nortrn. My name is Charles E. Norlin. I am executive secre- 
tary of the Cleveland Real Estate Board. 

There are two things that are bothering me. Since our board has 
been in existence, since almost the beginning of the Civil War, we 
have become an institution. We receive with a large staff from 15,000 
to 16,000 calls a year asking for advice and information and, of course, 
complaints. 

As a result of that our experience is rather broad. We have the 
largest real estate school in the country here conducted jointly with 
the Western Reserve University and the registration is 550 to 700 
every semester. 

We deal with a great many veterans. I was an Army pilot in the 
First World War, my two boys are flying officers in the Navy or were 
in the second war, so we are interested in veterans. 

There are two things that bother me. One is the fact that the im- 
provement loans when they are placed by a lot of these shysters— 
understand, from our experience the VA, the FHA, and I was chief 
underwriter of the FHA for 5 years, the Home Builders Association 
have all done an elegant job here. When we receive complaints which 
may arise with respect to building, the home builders immediately ad- 
just or correct the situation, but these little fellows who are doing 
improvement work, when they have a contract signed for a little job 
of roofing or something of that sort will have the contract signed and 
at the same time they have a completion certificate. 

I don’t know whether you know what that means. A completion 
certificate should not be signed until the job is finished and it affects 
these kids coming in here. They don’t know anything about business 
and they simply sign a contr act and sign this little completion cer- 
tificate which is stuck underneath the other one. 
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The Cuatrman. You are speaking of title I under the FHA ? 

Mr. Noruin. That’s right. I don’t know whether you are interested 
in that. 

The CuarrMan. No, that isn’t going to enter into this committee 
at the present time. However, I can appreciate what you are talking 
about due to the nature of my own personal business, but that wouldn’t 
be of interest to the committee. 

Mr. Norurn. It should be taken up by Congress and I am going 
to write Cal Snyder of our national association and ask him to do 
something. 

The CuarrMan. I think that bears along the line of what Congress- 
man Teague was saying, on that slip of paper it is stated in the big- 
gest and boldest type on the FHA application, “Do not sign until job 
is completed.” 

Mr. Norurn. They never read it. 

The CuamrmMan. That is exactly what Mr. Teague was trying to 
bring out. What can we do to educate the individual as to,what his 
responsibility is? 

Mr. Nortin. When you have building construction by any of these 
builders, they have it in escrow, and when the deal is completed and 
taken out of escrow, you are cleared, but if the improvement loan 
would require that the completion certificate be signed before a re- 
sponsible person, you might select the FHA or anybody else, but that 
would eliminate a lot of trouble. 

The next point is that a lot of these boys and in connection with our 
school, we have several hundred GI’s we have had about 8,000 or 9,000 
since we started when the war ended—a lot of these boys will buy a 
home with a small downpayment, have occasion to leave town, and 
they will sell that property subject to the GI loan, and a new person 
is going to take over and they don’t know that they are still on the 
paper and liable for that, and there should be some mention of re- 
leasing the original signer of the GI mortagage so that he won’t be 
responsible on that paper. I would like to see something of that sort 
done. 

Thank you very much. 

The Cuarman,. Thank you very much for your help. 


STATEMENT OF JOHN KINDER, A REALTOR, ELYRIA, OHIO 


Mr. Krnper. My name is John Kinder from Elyria. My office is at 
512 East Avenue. I have in the past done a lot of business with the 
GI, I still do some, but it is not under a GI loan. 

We have been selling quite a number of houses to GI's and having 
the owner furnishing the financing, which is 5 percent or probably 
51% on a land contract until such a time as you can refinance it with 
FHA, because we haven’t made a loan out of our office with any of 
the banks for I would say 2 years at least under a GI loan. 

Thank you. 


STATEMENT OF G. F. ALLEN, REALTOR, WADSWORTH, OHIO 
Mr. Auten. My name is G. F. Allen from Wadsworth, Ohio. I am 


associated with Allen & Hartzell, Inc. We have been in the build- 
ing and financing business since 1875. 
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I think Mr. Neiding and Mr. Mihuta have stated the views of the 
association and builders very well. I don’t have anything in par- 
ticular to add except that we represent and have represented six lend- 
ing institutions, not one of which will make a GI loan under present 
conditions. We feel and reasonably so that with an increase in in- 
terest rate that our situation so far as GI loans in our country is con- 
cerned we will ( hange substant ally. 

That is all I have to say. 

The Cuamman. I might add, Mr. Allen, that I am very much in- 
terested in Medina County. 


STATEMENT OF DAVID W. McCOY, LAKEWOOD, OHIO 


Mr. McCoy. I don’t think there is any other realtor here. 

The Cuatmman. Thank you very much, Mr. Neiding, and we will 
have about a 2-minute recess. Did you have someone else ? 

Mr. McCoy. I thought the gentleman was through. 

Mr. Nerpine. I am. 

Mr. McCoy. I didn’t come down here to say anything, I don’t be- 
long to any organization — 


The CHatrRMAN. Just a moment. If you will state your name—— 
Mr. McCoy. I only want to say a couple of words. This man hit 
me square 1n the face and I never had such an opportunity to answer 


as I have olit now. 

The Cuamman. Just a moment. If you will give the gentleman 
your name and your address and who you are speaking for, please. 

Mr. McCoy. Iam David W.M ‘Coy, | 1730 Clifton Boulevard, Lake- 
wood, Ohio, and I am speaking for the good Americans. I don’t 
belong to any organization. We have been in the real-estate business 
in Cleveland since 1922. I don’t belong to the real-estate board and if 
you cut a realtor he will bleed and if you cut me, I will bleed. 

When the realtors made the real estate license law, they told us 
they were going to make everybody perfect and so I had to get a 


license and I should be perfe t. and he east aspersions on my by men- 


tioning realtors. It seems to me that the main purpose of this talk 
vas to propagate the Real Estate Board. 
When the license law went into effect, the first question was, what 
the purpose of the real estate license law ? And they have a little 
book here, a lawver couldn't answer it. They had a little book with 


the a wers and they said to protect the public against unscrupulous 
operators, 
I said you haven’t 
rr , . . * > . 
Phe CuairMan. Just a moment, sir. It isn’t the purpose of this 
committee to weigh in the balance the minutes of any real-estate or- 
ganization, any veterans’ organization, or any particular group that 
we have called in. The purpose of the committee has been to gather 
1 
i 


} 


ation that will be helpful in deciding whether or not the direct ? 


infor 
loan program should be continued and what should be done regarding 
the interest on GI loans. If you care to express your views, we will 


be very glad to hear them privately but they are not of interest to the 
committee. It costs a lot of money to record this testimony and—— 
Mr. McCoy. I will make it brief, sir. ITamaveteran. — 
Mr. Neipine. Mr. Ayres, I would like to say something in just a 
second. I am not go he to get intoa discussion—— 
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The Cuarrman. This is entirely out of order. It has no connec- 
tion with the hearing at all. The witnesses up to now have seen fit 
to wait until they were called. Now, if the gentleman will be seated 
we will be glad to follow in order. 

Mr. McCoy. All right. 

Mr. Newine. I want to apologize to this man. I wasn’t trying to 
hit a real estate broker but I was trying 

Mr. McCoy. I would like to say a few words when my time comes. 

Mr. Newrne. I would just like to bring out about the contracts that 
we had to sign because it was brought out—— 

The Cuairman. I appreciate the position. 

Mr. Newrna. See what I mean? I wasn’t trying to hit at this 
gentleman. ie; 

The Cuamman. I appreciate the positions of both parties but we 
have promised Mr. John J. Gillespie that he would be the next 
witness. 





STATEMENT OF JOHN J. GILLESPIE, ORGANIZER AND SECRETARY 
OF KIRKMERE HOME OWNERS, INC. 


The CaairmMan. You may state your name, address, and for whom 
you are speaking. 

Mr. Giutesriz. My name is John J. Gillespie and I am former 
chairman of the United Veterans Council Housing Committee of 
Mahoning County. It is an organization composed of delegates from 
27 veterans’ posts in Mahoning County, Ohio, and the organizer and 
secretary of Kirkmere Home Owners Inc., a non-profit veteran housing 
cooperative comprising 104 homes for a total cost of $1,500,000; or- 
ganizer and executive secretary of Parkgate Manor, 26 unit housing 
cooperative for veterans and nonveterans, total cost $450,000. 

I have just completed a housing clinic for veterans of Mahoning 
County which was held in my office from Saturday, March 14, through 
Friday, March 20, 195% 

Interviews covered a period of 16 hours and during which time I 
talked with 146 veterans who have spent a total of 500 years in the 
service of this country. Without exception they had contacted at 
least three lending institutions in search of a GI Joan without success. 
The average amount of money that they have available for a down- 
payment is $1,600; 23 percent earn less than $3,000; 52 percent earn 
from $3,000 to $4,200; 25 percent—$4,200 to $6,000. Of those inter 
viewed 44 percent have 3 children or more. 

The following figures were obtained from the Veterans’ Admin 
istration Cleveland office and the selective service office in Youngs 
town: Number of veterans eligible for GI loans in Mahoning 
County—32,500; number of GI loans granted in Mahoning County 
from the beginning of program to date—6,446; amount of money 
loaned at GI rate $41,179,009; amount insured by Veterans’ Admin 
istration $21,324,840 ; average loan $6,400. Number of GI loans issued 
in Mahoning County from January 1, 1952, to February 25, 1953— 
518. The amount loaned $4,325,399; average loan $8,350; average 
downpayment required on today’s market if the loan is $8,550 is 
$4,000. 
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It is my opinion, substantiated I believe by the above testimony, that 

the banks and the insurance companies are acting jointly unc er so- 
called gentlemen’s agreement making a GI loan impossible to get in 

Mahoning County—in spite of the fact that the default rate on GI 
loans throughout the United States is less than 1 percent. This to 
my mind makes GI loans second only to Government bonds from an 
investment standpoint. 

Federal Housing Administration loans are almost as scarce as GI 
loans. It seems to me that veterans and nonveterans are being frozen 
out, in the hope that the interest rate will be increased on Veterans’ 
Administration and Federal Housing Administration loans. Being 
well acquainted with the desperate situation confronting veterans in 
Mahoning County I see no alternative but to recommend an increase 
of the GI rate to 4% percent. What good is 4 percent money when 
none can be had ? 

I wish someone would tell me why direct Government loans from 
the Veterans’ Administration have been off limits as far as Mahoning 
County is concerned by direct order of the Veterans’ Administration. 

If Government money can be spent at the rate of $28,000,000 on 
luxurious homes outfitted with freezers, pianos, and ice cream spoons 
tor the United States diplomatic staff in Germany, including maid’s 
quarters for bachelor diplomatic clerks, $903,900 recreation center 
with swimming pool and a $86,500 gas station plus $76,000 nursery 
school, will someone please tell me why a gilt-edged security like a 
GI loan goes begging in Mahoning County, U.S. A.? 

The Cuatrman. You have a very nice picture there and it shows 
up very well and I congratulate you on what you have done but, un- 
fortunately, that picture won’t be in the record for anybody else to 
see, but the survey you have made will be in the record. 

We certainly appreciate that and I think it is something that you 
should be commended for in going to the effort that you have on it. 

Mr. Gittespre. Thank you very much. 

The Cuarrman. Thank you very much. 

Mr. Nortry. Mr Chairman, may I supplement the statement I made 
a few minutes ago? 

The Cuarrman, Yes. 

Mr. Noruin. Mr. Hyatt was asked the attitude of the realtor with 
respect to attorneys? 

Our national code of ethics, that is, the code of ethics of the National 
Association of Real Estate Boards, and one of the first codes of ethics 
was our local code of professional standards, which we issued, recom- 
mends strongly and urges that the clients, whether they are veterans 
or anybody else, see an attorney, and we have always recommended 
that. 

The contract which our board has prepared over the years and 
revised here 3 or 4 years ago was prepared by the realtors with 
the cooperation of the banks, savings and loans, utility companies, 
and placed in the hands of one of the big law firms. We immediately 
asked the printer to make that available to any other broker in the 
county who wished them and that has been our attitude. 

We have recommended strongly and still recommend that they 
select their real estate attorney. I don’t know whether you are an 
attorney or not but there are attorneys who do not understand real 
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estate. I have been called in consultation by all of the colleges with 
the idea that the GI’s attend these courses and we have always in- 
sisted that they get an attorney. Of course, some of them feel that 
they can save money, and the next step is that they have to retain an 
attorney to get them out of trouble, but that has been our attitude. 

Thank you. 

‘The CuHatmrmMan. Thank you very much. 

Mr. Hyarr. Mr. Chairman, in supplementing Mr. Norlin’s state- 
ment, I want to make clear my purpose in suggesting it, that he make 
that statement. It seemed to me apparent last night at the hearing 
that some of the difficulties that the veterans who testified there about 
might not have been incurred and may have been avoided had those 
veterans consulted attorneys, and I cite that as bearing upon a prob- 
lem of how far the Veterans’ Administration should go in endeavor- 
iug to protect the veteran. 

The Cuarman. Thank you very much, Mr. Hyatt. 

We have a Mr. Fishman, I believe. 


STATEMENT OF MORRIS J. FISHMAN, BUILDER AND REALTOR 


The CHairMAN. State your name and address. 

Mr. Fisuman. Morris J. Fishman, 9720 West Ridgewood Drive. I 
am a builder and a realtor. 

Mr. Bonin. Is that in Cleveland ? 

Mr. Fisuman. That is in Cleveland. It is a suburb of Cleveland, 
Parma Heights, Ohio, under the name of Precision Housing Corpora- 
tion, Precision Realty. 

There are just a few points I would like to cover in the form of 
recommendations and perhaps a summation of some of the things 
that have been said. 

First of all, I would like to tell you our experience. Our homes sell 
for approximately $15,000 and we make very few GI loans. That is, 
we sell very few GI’s under the Veterans’ Administration loan pro- 
position. The reason for that is that we get a high FHA appraisal 
and a veteran or any person can buy our house for a lower downpay- 
ment under the FHA rules than they can under the VA rules. That 
is, | wouldn’t say VA rules but the conditions that exist with the bank- 
ing institutions. 

Our bank will give us a 20 percent deal, they will give us some VA 
loans but they keep it at the very minimum but they want 20 percent 
down which on a $15,000 house means $3,000. 

Our FHA appraisals are very high and we can sell a house for $2,500 
down under FHA, and we sell veterans under the FHA loan setup 
because it means $500 less on their downpayment. 

I think the entire appraisal theory of VA is wrong. That’s my own 
opinion. I think it is contradictory to all experience so far as ap- 
praisals go in this respect: They try to make the appraisal meet the 
selling price. In my experience, and I have been in the building busi- 
ness for 15 years, and in the real estate business, I have yet to see 
appraisals coincide with selling prices, and yet that is what they try 
to do in the appraisals. 

FHA will appraise a house based on its true value, replacement 
costs, and that’s it. The result is that the downpayment isn’t based 
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upon the appraised value but it is based on what connection a par- 
ticular builder or realtor may have with a bank, and there is where 
the difference comes in. 

I think appraisals should be made and GI loans made on the basis of 
real appraisals and if : v parton ilar builder depends on efficiency and 
is willing to take less profit, he should be able to sell his house for less 
money an d not due to a connection that he might have with a par 
ticular lending institution. 

I would like to briefly touch on the interest rate. It is my opinion 
that it was not the intent of Congress to set 4 percent as an arbitrary 
rate. I think the intention so far as VA loans is concerned was a low 
downpayment and smal] monthly payments. 

The Cuarrman. You think the benefit to the veteran was to be in 
the low downpayment and not necessarily the 4 percent rate 4 

Mr. Fisuman. I don’t think that was the intent of Congress. | 
have been in this particu'ar business a long time and I don’t think that 
was ever the intent of Congress. I believe the important thing with 
a veteran is, let’s take the average veteran, he is interested in a long- 
term amortization for the main reason that he is starting out in life. 
he has a lot of responsibility, he is building up a family, and his costs 
are high. He wants to keep those monthly payments low because, 
oh, 5, 6, 7 years later, as his Income goes up, as a rule, he can pay off 
that loan faster at that time, but to begin with, he wants to make sure 
his payments are low. 

I think that was the whole purpose of this entire act and it is not 
being carried out. 

The CiamrmMan. That is one of the purposes of our committee, to go 
out and get this information, and we appreciate your views on that 
particular phase of it. 

Mr. Fisuman. There is one other thing that was touched on very 
briefly here and that is existing housing. We have gone through a 
time of shelter housing with a lot of the veterans who just had to get 
a roof over their heads and the heads of their families. Their fami- 
lies have increased and now they want to buy a larger and more suit- 
able house. They know what they need now and their equity is built 

up in that other house, they could sell it and go into another house, 
but he seems to be the forgotten man, and yet that is a big market. 
The veteran cannot forget about that because he had to take housing 
under the existing conditions and what he could afford at the time. 

It is very important that we don’t forget this fellow in the existing 
hous e today. 

The CHatrman. Thank you very much for your statement, Mr. 
Fishman. 

Is there anyone else who wishes to make a statement for the record ¢ 
[f not, gentlemen, I want to thank the city of Cleveland, the officials 
here at the city hall for extending us the courtesies they have and 
furnishing the hearing room. 

I want to thank all of the witnesses who have appeared, who have 
been so helpful to the committee. 

I assure you that we as the committee have attempted to be as fair 
as possible. We have had approximately 14 hours of testimony 
which we will have to weigh and consider and in the very near future 
we hope to come up with recommendations that will make more hous- 
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ing available to the veteran and at the same time will not penalize any 
particular segment of society. 

Thank you very much. 

Mr. Hyarr. On behalf of the Greater Cleveland Council represent- 
ing the 4 congressional chartered veteran organizations, I should like 
to compliment you as chairman and the entire committee on the im- 
partis lity and the courtesy afforded to not only veterans but realtors 
bankers, and everyone else who had an inteerst in this problem during 
the 2 days of this hearing. 

The Cuatrman. Thank you, Mr. Hyatt. 

Mr. Kocn. Mr. Chairman, as secretary and treasurer of the Joint 
Veterans Commission of Cuyahoga County, representing eight of the 
national chartered veterans’ organizations as named in the record, 
{ want to ditto what Comrade Hyatt said and say to you this: That 
we have been very proud of your committee and yourself and your 
conduct to evervone and Cleveland is very proud and Cuy: ahoga 
County has been very proud to have you ge ntlemen and members of 
your committee with us. 

And may I state in putting on another hat, so to speak, in the name 
of the city of Cleveland, his Honor, Mayor Tom Burke, whom I per 
sonally represent in patriotic affairs, we he ave been very proud to have 
you occupy the city hall and the city of Cleveland, and thanks, and 
come again and let us know and we will ke ave more space for you if 
you want it. 

The Cuatrman. Thank you, Mr. Koch. 

Mr. Neiwrne. Mr. Congressman, may I also say we want to thank 
vou as realtors from Ohio for your fine cooperation, 

The CrarrMan. Thank you. Before this becomes a mutual admir- 
ation society, the hearing is closed. 

(Whereupon, at 12:30 p. m., the committee recessed subject to the 
call of the Chair.) 
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INTEREST RATE AND DOWN PAYMENT ON LOANS GUAR- 
ANTEED BY THE VETERANS’ ADMINISTRATION 


FRIDAY, MARCH 27, 195: 


Houses or REPRESENTATIVES, 
SUBCOMMITTEE OF THE COMMITTEE ON VETERANS’ AFFAIRS, 
Cincinnati, Ohio. 

The committee met, pursuant to call, at 9 a. m., in courtroom No. 1, 
Federal Building, Hon. William H. Ayres, chairman of the subcom- 
mittee, presiding. 

Mr. Ayres. The committee will be in order. 

As perhaps most of you know, this is a subcommittee of the House 
Veterans’ Affiairs Committee on Housing. 

We have not come to Cincinnati to harass or embarrass anyone. We 
are here seeking information regarding the GI housing program, both 
from ove gue wranty loan point of view and the direct loan point of view. 

Weare also here to talk to individuals who have ac omplaint regard- 
ing ua GI homes; also individuals who have complaints to register 
regarding the inability of the GI to get a home. 

‘Tt may be that during the course of the questioning it will appear 
to you that a question was a little pointed. However, I assure you 
that it is not the intention of the committee to deliberately make it 
difficult for a witness to give us the information we are looking for. 

Contrary to what impressions you may have gathered from viewing 
congressional hearings on television, this is not one of those types of 
hearings. 

[f there are individuals or organizations who want to point a finger 
of accusation at a contractor, a realtor, a lending institution, we will 
not permit the mentioning of the individual’s or corporation’s name, 
If you have a complaint, we want you to file an affidavit with the com- 
mittee, naming the individual or individuals involved, and then the 
committee will study it and take proper action. We do not want any 
innocent person criticized or condemned openly. 

Our committee is composed of, to my left, Congressman Bonin, of 
Pennsylvania; to my extreme right, Congressman Prouty, of Vermont, 
and next to me, Mr. Patterson, the counsel for the Veterans’ Affairs 
Committee. 

The first gentleman we will hear from this morning is Mr. R. M. 
Fitzgerald of the Veterans’ Administration. Mr. Fitzgerald? 


STATEMENT OF R. M. FITZGERALD, MANAGER, CINCINNATI 
REGIONAL OFFICE, VETERANS’ ADMINISTRATION 


Mr. Firzeeratp. Mr. Chairman, on behalf of the regional office of 
the Veterans’ Administration, we welcome you and your committee. 
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With the kind permission of you and your committee, I would like 
to present William Walker Johnson, who will make the presentation 
for our regional office 

Mr. Ayres. Thank you, Mr. Fitzgerald. 

Mr. Frrzceratp. This is Mr. Johnson. 


STATEMENT OF WILLIAM WALKER JOHNSON, LOAN GUARANTY 
DIVISION, CINCINNATI REGIONAL OFFICE, VETERANS’ ADMIN- 
ISTRATION 


Mr. Jounson. Mr. Chairman and members of the committee, Mr. 
Fitzgerald, our manager, has introduced me as the representative of 
the Loan Guaranty Division of his office. This is flattering, because it 


isa goo | Division in an able 


and loyal organization. 
First let me tell you that we realize that the only reason for the 
existence of our office is to serve the veterans of this region. Our main 
field is to enable them to get credit, which they might not otherwise 
have, for the purchase or construction of homes. 

Most of our work is carried on through conventional lending chan 
nels. Wesee only a small minority of the veterans for whom we deal, 
but we try to keep them in mind continually. 

In short, we realize that we are dealing with the financial affairs of 
people. We try not to let statistics or the dollar sign obscure the 
persons behind our transactions. Our aim is to give the veterans 
what they want. We realize that we can’t always do just that. But 
the needs of the veterans are our first consideration. 

We also know that these services are costly to the taxpayers. Our 
endeavor is to render this service at the least possible ultimate cost. 

We all know that it is actually sound economy at times to spend 
money to assure adequate end results. 

The Cincinnati office has jurisdiction over the southwesterly D0 
counties of Ohio, as indicated on these outline maps. You will see 
that our veteran population is 440,671 veterans. Of this number, 
349,195 are veterans of World War II and entitled to loan-guaranty 
benefits. Korean veterans are likewise entitled to them. 

As you will note on this map, at the moment we do not have a break- 
down of the number of Korean veterans as distinguished from the 
groups of World War IT and others. 


(‘The map referred to is as follows :) 
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ESTIMATED VETERAN POPULATION IN THE CINCINNATI REGION 
AS OF OCTOBER 31, 1952 
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Mr. Jonnson. There are approximately a thousand lenders in the 
region. Some 600 of these have been active in the loan-guaranty 
program. Some lenders have made no more than a half dozen loans. 
Others have one-third of their total investment portfolio in veterans’ 
Joans. The amount made by 1 lender runs something over $10 million. 

In all, we have guaranteed 58,559 loans to veterans. Something 
more than 95 percent of these loans have been for the purchase or 
construction of homes. Lenders have advanced on these loans a total 
of $346,317,202. Asa result, the contingent liability of the Veterans’ 
Administration and the taxpayers is $172,910,063. 

We have paid claims in 191 of these cases in a net amount of 
$113,049. In other words, we have paid claims in about 0.3 of 1 
percent of the home loans made. The payments have totaled less than 
0.07 of 1 percent of the total amount of our contingent liability. 

The national average of home-loan claims made by the Veterans’ 
Administration runs about 0.5 of 1-percent of the total home loans 
made. 

This record shows the seriousness with which the veterans of this 
region have viewed their home-loan obligations. It speaks equally 
well of the sound lending practices of our lenders and the adequacy 
of the servicing of delinquent loans by our office. 

Of 50 counties under the jurisdiction of this regional office there 
have been declared eligible for direct lending purposes 42 counties 
and the rural districts of 2 additional counties. This outline map 
indicates, in the shaded area, those counties where direct loans are 
not authorized. The other counties in the region, lying southwest 
of this line, are authorized for direct-loan purposes. 

Since the inception of this program, we have closed 472 direct 
loans involving $2,854,127; and in addition, 4 construction loans 
have been closed but only partially disbursed. Of these the total 
commitment is $24,131. 

During the period from Janu: iry 1952 to February 1953 inclusive, 
we sold 75 of these direct loans to a building and loan asscciativn, 

realizing the original total principal amount of $430,755. In addi- 
tion, 6 Joans, having an original principal amount of $45,255, have 
been paid in ‘full. 

In the same period, we received 1,968 requests for direct loans from 
veterans in the areas designated as “eligib le; of this number 138 have 
been rejected as ineligible or have been withdrawn or canceled by 
the veterans involved. 

Of the 1,830 remaining, application blanks have been sent to 1,372 
whose priorities were registered through October 1952 and there is 
probability that we shall realize sufficient funds witn which to finance 
the estimated number of applications that may be returned. There 
are approximately, however, 593 inquiries as of March 25, 1953, plus 
those that are now being received on an average rate of 10 daily, which 
in all probability will not be reached by June 30° next and for which 
it would appear that no provision for funds has as yet been made. 

Very briefly, what I have just said is an outline of the overall loan 
activity of our office. I am informed that our central office in Wash- 
ington has furnished the subcommittee similar information on a 
national basis should you desire to make relative comparisons. 








654 INTEREST RATE AND DOWN PAYMENT ON GI LOANS 


I have mentioned the number of completed transactions we have 
processed. Each one of these is based on an appraisal. The ap- 
praisal procedure is the establishment of a reasonable value of the 
property which ay veteran proposes to buy. The law is certainly 
most w isely drawn and beneficial in this regard. We are required to 
lets ie that the price the veteran is to pay for a particular prop- 
erty is not more than the reasonable value of that property. 

Here is the method we use to get adequate appraisals. Over the 
years, we have built up lists of the best qualified appraisers we could 


find in each community, as recommended by lenders. In a few areas, 
we have had difficulty getting and keeping qualified men on the 
panels. These appraisers are retained on a fee basis, and are not sal- 


aried employees of the Veterans’ Administration. These individuals 

e their best judgment in determining what is the reasonable value of 
the property under current market conditions. These findings are 
reviewed, of course, by salaried appraisers in our office. We finally 
determine what will be acceptable as a reasonable value for a particu- 
ar property. 

[t is easier to consider the matter if we realize that a veteran may 
purch ise either a house > that has been lived in, or he may propose that 
we guarantee a loan on a house propos sed but <td vet bi lilt. 

‘Take the case of an existing dwelling: Obviously, the Veterans’ 
\dministration has had no control over construction. The appraiser 
can only view that which is apparent from a thorough inspection. 
And when we establish a reasonable value, we do not and ¢éannot 
assure the veteran that he will be thoroughly satisfied with his pur- 
chase. The veteran is the one to pick the sort of house he desires. In 
some quite rural areas, we even have guaranteed loans on log cabins 
Other veterans are well to do and have used their benefit to buy 
homes costing $40,000. 

Now consider the case of proposed construction: In these instances, 
the construction analysts, who are salaried Veterans’ Administration 
employees, review the plat s and specifications to determine if the 
minimum construction requirements established by the Veterans’ Ad- 
ministration have been met and that the land development has been 
properly planned. We determine the cost of construction and estab- 
lish a reasonable value. This is the maximum selling price of the 
property to a veteran who seeks a guaranteed loan. 


Once the value is established and construction begins, compliance 
lesi l | »V 
nspectors designated by eterans’ Administration may inspect 
the property. Again Sane inspectors are not salaried employees of 


the Veterans’ Administration. They are hired on a fee basis as the 
needs for their services may arise. They are engineers, builders, ar- 
chitects, and appraisers, who have submitted résumés of their experi- 
ence and qualifications to perform this type of work. It becomes part 


of their livelihood. They are usually successful local businessmen 
engaged in an occupation closely rel: ated to the real-estate and build- 
ng industry. These — ince inspections are made a minimum of 


three times during the course of construction to insure that the house 
is actually being built in acumtinnes with plans and specifications and 
minimum construction standards. By checking the work of the in- 

with our salaried staff, we have attempted to eliminate inso- 
far as is humanly possible errors in judgment on the part of these 


comphance inspectors. 
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In same instances we do not make the inspections during the course 
of construction but such inspections are made by Federal Housing 
Administration inspectors. The Veterans’ Administration accepts 
the compliance reports of the FHA inspectors as indicative of satis- 
factory construction in accordance with plans and specifications. We 
do this because builders and lenders in many instances need FHA 
inspections in connection with financing the sale of properties to pur- 
chasers other than veterans. Frequently the builder does not know 
at the outset whether the ultimate buyer of the property will be a 
veteran or a nonveteran, and in order to avoid duplication of inspec- 
tion services by two agencies of the Government, the FHA compliance 
revorts are acceptable to the Veterans’ Administration. 


The Veterans’ Administration, as a kederal agency, cannot and 
has no desire to interfere in the activities of local governmental 
groups. We realize that some communities have been considerably 
handicapped in their planning, at least, by rapid growth. But we 
must de pend on local authorities to assure such things as area drain 
age, laying of sewer lines, and the like. In some instances we must 


require — bi ‘ik lers or denders submit evidence that the planning of 
a ‘velopm l l adequate and h is bee? i ved by local planning 
ae sor ad respons ible munic ipal ol Ti als 

We must remembe1 that the loa guaranty program is somewhat 
different from other types of \ canbe benefits. In most other fields 
the veteran is assisted, ou ded, and a lv ea rather extensively in 
regard to the benefit which he is to receive, or which he seeks. Most 
frequently, under the loan guaranty program, the Veterans’ Admin- 


istration has no knowledge that a particular veteran is contemplating 


the pure ‘hase of a specifie home. Each veteran decides on his own 
initiative when and where he will purchase his home. His selection 
is limited on ily by his abi lity to make the monthly mortgage payments 
and properly to maintain the security. In most cases, the veteran 


has made a down payment and slened the contract of purchas se, and 
the Veterans’ Administration is altogether without any ky iowledge of 
his action. We have found that most veterans enter into a contract to 
buy without any legal advice. Likewise, most enter into mortgage 
loan agreements with little or no understanding of the importance 
of the financial obligations they are assuming. As a consequence, we 
ean find veterans who have made hasty decisions, which they have 
later regretted. In some instances, a veteran has received exactly 
what he contracted to buy, but he did not receive what he thought he 
had contracted to buy. These cases occur despite the fact that the 
Veterans’ Administration has attempted to reach prospective home 
purchasers through the public press, over the r: adio, by television, and 
in meetings of veterans’ organizations, and the like, to impress them 
with the fact that the purchases of homes should be made most care- 
fully and only after most adequate forethought, and after getting 
proper advice. 

In an attempt to inform veterans of the more significant aspects of 
home purchase, we have made rather widespread distribution of VA 
Pamphlet 4—5. As you will see, this is specifically addressed to the 
home-buying veteran. It attempts to warn him of the pitfalls that 
may lie in his way and guide him on his road to home owne rship. 

Present at the hearing is Mr. William M. Coffin, who has just re- 
tired as loan guaranty officer, after thirty-seven and a half years of 
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Government service. Also present are technical personnel now in 
the loan guaranty division. Mr. Raymond H. Dee is chief appraiser 
and his assistant is Mr. Charles V. Norton. They are responsible for 
the construction and valuation activities of this office. Mr. Edwin H. 
Quigley is chief of the direct loan section. Mr. Robert L. Malley is 
acting chief of loan service and claims section. It is his primary duty 
to coordinate contact activities with lenders and veterans whose loans 
have been in default. If any members of the subcommittee should, 
in the course of this hearing, desire technical inform: ition, these gentle. 
men will be available for such service as you may require. 

We are concerned about the availability of GI loans to veterans in 
various areas within our region. 

May I direct the attention of the committee to this chart? Over 
the past few months, we have processed approximately three hundred 
loans a month through this office. These of course have been made 
by private lending institutions. 

Now, this is considerably below our peak of 1950 and 1951, but it 
is significant that a number of veterans are still obtaining 4 percent 
loans. About 5714 percent of the loans are made by savings and 
loan associations in the region. Commercial banks have accounted 
for about one-fourth of the volume. Real estate and mortgage bro- 
kerage firms have made about 1214 percent of the loans, many of them 
of course for resale. The remainder are primarily loans made by in- 
surance companies. A very few guaranteed loans have been made by 
individuals. 

This lined chart indicates the volume of loans that have been closed, 
by quarters. You will note that when credit controls were imposed, 
right here, the volume dropped quite sharply. That, of course, was— 
well, I won't quote that date. The credit restrictions were last 
amended on October 2, 1952. Now, as a result, the Veterans’ Ad- 
ministration’s required downpayment is a maximum of 5 percent of 
the sales price. Obviously, most lenders have felt it to their interest 
to require larger downpayments, and there is not much that we can 
do in that situation. 

Nevertheless, the curve, as you will see, is headed upward from the 
low point. That indicates that veterans’ loans are now more obtain- 
able than they were some months ago. 

A look at this chart may bring up the question in the minds of some 
as to the efficiency of the 4 percent interest rate in the present money 
market and its probable effect on the number of veterans’ loans guar- 
anteed. The comments on this matter made by the Administrator 
of Veterans’ Affairs and the director of our loan guaranty service in 
hearings before the Committee on Banking and Currency of the United 
States Senate, held on January 28, 1953, and printed in this pam- 
phlet under the title, “Mortgage Interest Rate Problem,” quite thor- 
oughly discusses this feature of the GI-loan program. I do not feel 
that I can add anything to that discussion, inasmuch as you gentle- 
men from Congress have no doubt read the account of these proceed- 
ings many times. 

Thank you for permitting us to make this statement. As your 
hearing progresses, there will undoubtedly be many questions. I 
submit that your questions as to statistical matters probably can be 
answered more precisely and therefore more satisfactorily if they 
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are submitted to our office in writing. They will certainly be given 
the best possible and most immediate attention. But, of course, we 
shall be glad to answer orally any questions which you may have to 
the best of our ability. 

This concludes this statement. 

Mr. Ayres. Thank you, Mr. Johnson. It is a very thorough state- 
ment, and we appreciate your outlining your operations here in the 
Cincinnati regional office. 

Mr. Bonin‘ 

Mr. Bontn. Mr. Johnson, could you tell me just exactly how we 
can make the veteran aware of the fact that he has responsibilities 
in obtaining these homes ? 

Mr. Jounson. Well, sir, of course, that is a matter of education, 
and education is a continuing process. I know of no better methods 
available than the ones which we have used. If I were planning the 
publicity, I believe that I would make it a little less optimistic than 
some of the things that are given veterans’ organizations and pub- 
lished in the press. 

Now, of course, frankly, my background for the last 7 years in the 
loan guaranty division has been in the loan service and claims section. 
There, we come in contact primarily with those people who have had 
difficulty with their loans. And quite frequenty we have a veteran 
say, “Well, so and so told me such and such,” or, “I read this and 
that in the paper. I didn’t realize * * *,”’ and so forth and so on. 
In short, we shouldn’t, from ee or at the local level, put 
out anything that will lead a veteran to think that he can get a 
benefit just because he is a ee ran. There are certain other require- 
ments that must be met. If he is going to buy a home, he must have 

job. He must be earning sufficient to make his payments. It is 
a matter of determining his credit; and until you know all of these 
things, know all of his circumstances, the circumstances of the 
individual, you can’t tell whether his credit is good or bad for a 
particular transaction. 

Mr. Bontn. Do you believe the veteran feels that the Government 
will protect him in all his transactions in the purchase of a home? 

Mr. Jounson. The average veterans? No. Heisa pretty str aight- 
thinking, independent sort of fellow. We do find a fringe that feel: 
“Once a veteran, I am protected for the rest of my life. I am going 
to be cared for. I am going to be guided.” But I would say that 
those people are in the minority. However, as in many other situa- 
tions, minorities can make considerable difficulty. And that is where a 
good deal of our difficulty comes from. The minority, which consists 
of those people who probably should never have gotten in the military 
service at all; or, of course, all too often we do find people who suffered 
injury, physical or mental, while they were in the service. Naturally, 
they can’t be as independent as those people who have all their mem- 
bers and are alert mentally. 

Mr. Bontn. Mr. Johnson, do you find the practice of discounting 
mortgages in this area rather open ? 

Mr. Jonnson. Let me answer the question this way. The great 
majority of the loans in this region are owned in this region. In other 
words, as I said a while ago, we have about 600 lenders who have some 
loans. Many of those are small neighborhood building associations. 
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They make the loans because they are making investments which they 
want to keep. And so we have no difficulty of the organization getting 
a loan and then selling. 

Now, as far as discounting loans made by builders and the like 
is concerne d. of course, we are ata disadvantage, because those things, 
naturally, don’t come to our attention. We close the loans. As long 
as the payme nts are made, as long as we receive no notices of default or 
intention to foreclose, we assume that the loan is in gO od shape. We 
don’t ‘aie who may ‘have paid what fees. We have no really good 
method of finding out. 

But I would say thatin this region it is not much of a preblem. 

Mr. Ayres. Mr. Johnson, you stated that during the period from 
January 1952 to February 1953 you had — | 75 loans of the number 
ot which you had on hand at that time. You had stated previously 
that since the start of the program you had 472. That is since the 
start of the direct loan program ¢ 

Mr. Jounson. That is correct. 

Mr. Ayres. And out of that number, since January of 1952, you 
have been able to sell 75? 

Mr. Jomnson. Yes. 


Mr. Ayres. That is a commendable record. But why were you not 
able to sell more? 
Mr. Jounson. Well, frankly, it is rather surprising that we were 


able to sell those. 

Mr. Ayres. I agree with you. And I compliment you on the job 
which you did. But from the other figures you gave us—and this is a 
typical area—there is no direct loan money available at the present 
time, and you have this long waiting list. We are confronted with the 
problem of the law expiring on June 30. Between now and then, it 
is the responsibility of our committee to make a recommendation. 
And we would honestly like to know what can be done to sell more of 
these, to keep that revolving fund available for the veteran who needs a 
direct loan. 

Mr. Jounson. Well, of course, and this is not a flip or off-hand 
answer, in order to sell something you have to find some ‘body with the 
money to buy. Now, that is what happened when we sold these two 
blocks of loans. We found, by the way, and interestingly enough, 
in one of the direct loan counties, a lender that had considerable sur- 
plus money but was rather short on personnel and energy; and when 
we offered them these loans, after a little sales talk, they said, “Well, 
we have made a number of veterans’ loans. At the moment, we are 
not in the position to do all this paper work. And so, we have 4 percent 
loans already, and we will take some more. We will take those in this 
area.” And they were in the area in which they could service the 
loans. 

Now, it is like any other sales effort. Once you have found the man 
with the money, then you have to show him the advantages of the 
goods which you have to sell. 

We have a few lenders who do have money, admittedly; who have 
money they do not know what to do with. The big trouble is that 
those lenders are away from the counties where the large volume of 
direct loans have been made. It would be very difficult for them to 
supervise and service those loans. And consequently, it is only by 


luck 
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Mr. Ayres. Well, when you contact a prospective purchaser of the 
loan, have you been confronted with the argument that, we would 
like to buy the loan, but we can not afford to at 4 percent” 

Mr. Jounson. Well, of course, that is the big argume nt. They all 
want the most interest they can get. They are happy if they can get 
a high rate of interest. But some of them realize that they are more 
wv less trouble free investments, especially after we have had them a 
while, and they have been aged a little. I think perhaps with the ex- 
penditure of additional effort, going to see these people, sitting down 
with them, more loans could be sold. 

Mr. Ayres. Have you found any of the lending institutions, or has 
the practice been called to your attention, on these guaranty loans that 
are being closed now, that the GI is signing an esc alator clause to the 
effect that should the interest rate be increased prior to the completion 
of his home he will pay the higher rate? 

Mr. Jounson. We have seen such clauses. 

Now, of course, again, the matter of procedure: Ordinarily we do 
not see the loan papers. We do not see the note; we do not see the 
mortgage. 

Mr. Ayres. I realize that. But th‘s practice that has been called to 
our attention, you are aware of ? 

Mr. Jonnson. It is not widespread in this region. I think a few 
large insurance companies have adopted it on a nationwide basis. 
But, again, we come back to this proposition: that a good percentage 
of our loans are held locally. And, of course, they are made on the 
paper that the lenders have been using sometimes for many, many 
vears. And the average lender, the one that we deal with, doesn’t like 
to amend his note and mortgage form—even sometimes if his counsel 
tells him it isa good idea. 

Mr. Ayres. These local lending institutions that you have referred 
to, who are now refusing to accept loans in the direct loan areas—in 
view of the fact that the direct loan money is gone, if there should be 
an increase in the interest rate, in your judgment, would these small 
lending institutions located in the direct loan areas be willing to take 
guaranteed loans? 

Mr. Jonnson. Some of them might. 

Mr. Ayres. If the interest rate was raised, in your judgment would 
thev be more interested in buying the direct loans ? 

Mr. Jonnson. Well, of course, I believe that most of them would 
rather make their own loans. It is the unusual circumstance where 
you find a lender with money and without sufficient personnel and 
experience in the GI program. Most of them want to look at the 
veteran: they want to find out something about him; they want to 
talk with him; and they want to feel it is their loan. Most of them 
are not in the habit of buying loans. 

Mr. Ayres. Are there other investments that they can enter into 
that are more profitable than buying your present direct loan paper? 

Mr. Jonnson. Some of them say yes. In fact, the m: jority say yes, 
perhaps. Some of them say no. It isa complicated question, which 
can’t be answered yes or no. It depends to such a great extent on the 
policy of a partic ular lender. 

May I give you just one example? There is quite a large lending 
institution about 30 miles from here. The man who has supervision 
of GI loans was in the office 2 weeks ago. He showed me his com- 
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parative financ li al statement for the last 5 years. He said, “Look how 


we have grown.” And I said, “Yes, that is fine. How do you account 
for it?” He said, “I think it is due to the number of GI loans we 
hold.” 


And on his statement it showed that the assets of his institution, a 
building association, had increased from about $7 million to $13 mil- 
lion. I said, “Well, you don’t have that much in GI loans.” 

“No, we don’t. But ever ry GI that we treat well is not one customer, 
but he is several. He brings his family. He brings his relatives, his 
friends. They deal with us, both leaving their money for investment 
and borrowing from us. And we have found that the GI’s are the 
most alert, progressive element in the community, and we like to deal 
with them. Our loans are in better shape as far as the GI’s are con- 
cerned than the conventional loans.” 

Now, of course, there you are. He has one idea. The man across 
the street may have a different ides 

Mr. Ayres. How long have you been with this program, Mr. 
Johnson ¢ 

Mr. Jonson. Since May the 17th, 1946, at 8 a. m. 

Mr. Ayres. You were in more or less on the ground floor. When 
the program started, is it your opinion that the interest rate was con- 

sidered a benefit to the veteran / 

Mr. Jowwnson. Yes. 

Mr. Ayres. In what respect? Would you enlarge on that a little? 

Mr. Jornson. It was a benefit, because he couldn’t get a loan gen- 
erally at that rate if it had not been for the guaranty. 

Mr. Ayres. Do you think that the interest rate, then, was just 
much a benefit to the veteran as was the low downpayment? 

Mr. Jomnson. Yes, I believe so. 

Mr. Ayres. Well, are you in a position to state that there are GI 
loans, guaranteed loans, being made here in the Cincinnati area at the 
present time for a 5 percent downpayment ? 

Mr. Jonnson. I doubt it. I don’t know of any. 

Mr. Ayres. So, under the present operation, then, even though you 
are making loans, one of the major benefits incorporated in the law 
which was the small downpayment, is not being adhered to in this area ? 

Mr. Jonnson. I doubt very much if it is. 

Mr. Ayres. Thank you. 

Mr. Prouty? 

Mr. Proury. Mr. Johnson, do you care to express an opinion as to 
the downpayment that is being required now; generally, I should say? 

Mr. Jomnson. As nearly as I can determine, the average lender 
wants about 20 percent. Some of them, frankly, the national banks 
especially, say, “Oh, we want 40 percent.” Well, of course, that is 
national bank practice. 

Mr. Proury. Is that because they do not want the loans? 

Mr. JoHnson. Sometimes. 

Mr. Proury. And they try to discourage them ? 

Mr. JouHnson. Sometimes. 

Mr. Proury. What about service charges or inspection charges? 

Mr. Jounson. That is a peculiar situation. The average lender in 
this region makes a very studied effort to hold down his e losing costs 
to the minimum. We go to him once in a while, and he says, “Well, 

I don’t like 4 percent.” We say, “Well, look. You can really increase 
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your yield by making service charges when you originate the loan.” 

He says, “No; I don’t like it. We don’t want to get the reputation 
of having high closing costs.” And that is the way they feel about it, 
and there is not much we can do. 

There are exceptions, of course, to that rule, as all others. ‘The mort- 

gage companies, for instance, those that originate loans for sale, like 
to take the upper limit of any costs they can get. 

Mr. Provury. I have no further questions, Mr. Chairman. 

Mr. Ayres. Mr. Patterson ¢ 

Mr. Parrerson. Mr. Johnson, how much money did the central office 
allocate to you for the first quarter of this year for direct loans ? 

Mr. Jounson. Well, I believe I will have to let Mr. Quigley, as our 
direct-loan man, answer that, because he has those figures at his finger- 
tips, having dealt with them every day. 

Mr. Quigley (Edwin H. Quigley, direct-loan agent, loan guaranty 
division, Cincinnati regional office, VA. First quarter, $695,000. 

Mr. Parrerson. And you have used all of that, or about all ? 

Mr. Quicitey. Yes; we have used it all. 

Mr. Parrerson. How much, Mr. Quigley, could you have used ? 

Mr. Quieitey. At that time, we ¢ ouk In’t have used more, due to the 
flow of work, incoming work. When we started out, in August of 
1950, on this program, the veterans were uninformed as to the exist- 
ence of it and the possibilities, until we sent out information to them 
through the various contacts that we had, through lenders, through 
banks, building and loan office contact, and so forth. At that partic- 
ular time, the veterans were not ready, either as to funds in hand or as 
to the ability to go out and locate properties, to the end that they could 
get their applications under way right away. They came in, I would 
say, approximately at the rate of about 15 a month for the first 4 or 
months. So that the funds on hand were sufficient. 

Furthermore, at that time we had not undergone in this part of Ohio 
the impact of postwar industrial contract established industries, from 
which housing problems would emanate. So that up until about the 
fall of 1951, when the program was renewed, and after the first year’s 
program had expired—up until that time, the number of applications 
did not materially increase. 

Thereafter, and more especially beginning in about January of 1952 
as the industries were established and developed, and particularly in 
certain areas where that impact was most felt, then the applications 
began to pour in. And we have been behind seriously in our alloca- 
tions, the number of allocations received, and we are in that shape 
today. 

Mr. Ayres. Well, if it was publicized and the veteran was aware 
that an unlimited amount of direct loan money was available, then 
your load would even be increased over what it is. 

Mr. Quie.tey. Of course. 

Mr. Ayres. In other words, the demand is there now. 

Mr. Quieiry. Practically there. May I say something you have not 
asked me ; because it might have a bearing on it 

Our records and our experience show that the direct lending pro- 
gram does not parallel the GI lending program insofar as the in- 
crease of direct-loan applications affects the decrease in GI lending. 
The reason for that is, which you have intimated in your question, 
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that the cash downpayment prescribed under the credit restrictions 
is attractive to the veteran to such an extent that perhaps the majority 
of them have in hand or in bank cash not exceeding an average figure 
of $500. Therefore, those people hardly would expect to rate an in- 
terview toward a GI loan in a bank having a higher requirement. 

Mr. Ayres. We have received not only from the Cincinnati area, 
but the country over, literally thousands of letters from veterans say- 

“I want a house, but I don’t have the 2 or 3 thousand dollars to 
pay down that they are asking.” 

Mr. Quietexy. Of course, that is not speaking of the direct-loan pro- 
gram. 

Mr. Ayres. No, that is the guaranty program. 

Mr. Quieiny. May I say to that that wherever we have had vet- 
erans who possess an amount of cash and a continuing record of em- 
ployment justifying a loan from a financial institution, part of our 
activities have been to refer that individual to an institution which 
we felt would make him a loan. And in the majority of cases those 
loans have been made, 

Mr. Ayres. Well, as has been pointed out, some of the individual 
veterans feel that the program has been working by luck rather than 
by reason. One fellow will point out that his buddy lived in a direct- 
joan area and get his home for $500 down, and he lives over in a 
metropolitan area, and he can’t even get the loan, because he does 
not have $2,500 or $3,000 to pay. That is the problem with which 
we are confronted. 

Mr. Quiciry. Yes. I see that. 

But, again, the only thing that we can answer, from my point of 
view, is that the sale of individual credit is an individual matter. 

Mr. Proury. What is the cost of the average home in this area ? 

Mr. Quictey. On the direct loan, the average loan is about $6,040, 
but that is a fluctuating figure. The amount of price I couldn’t give 
you exactly. We can, by going back to the office. Because the maxi- 
mum loan is $10,000. 

Mr. Ayers. Your direct loans are made primarily on existing struc- 
tures ¢ 

Mr. Quietey. Yes, but there is an increasing tendency toward ap- 
plications for new construction. 

Mr. Ayres. Well, do you guarantee that the money will be available 
to the veteran on the completion of his home, then ¢ 

Mr. Quieiry. If we have the funds in hand at the time he makes 
the application. 

Mr. Ayres. But at the present time as you have already said, you 
have no funds ? 

Mr. Quietey. That is right. When we have the funds, we will 
make a commitment to the veteran and the builder, provided the con- 
tract is satisfactory. And the appraisal section has come up with a 
atisfactory figure and a certificate of reasonable value. 

Mr. Ayres. How long have you been with the program? 

Mr. Quiciey. Since it started, in August of 1950, with this particu- 
lar program in this administration. 

Mr. Ayres. You were not with the Housing phase of it when the 
GI program was first started ? 

Mr. Quieter. No, 1 was with War Assets Corporation and also 
with the Home Owners Loan Co1 poration at that time. 
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Mr. Proury. Does your office see the contracts between the veteran 
and the builder? 

Mr. Quietey. We are required to. 

Mr. Proury. With the details, the specifications, complete ? 

Mr. Quiatey. Yes, and plot plans. And those are reviewed as Mr. 
Johnson indicated, by the registered engineers in our office. 

Mr. Provury. Well, are some homes sold in this area on the basis 
that some builder will show a veteran a model home, and then 
guarantee to duplicate that? Do you have many transactions of 
that nature ¢ 

Mr. Quietey. I couldn’t say. But if he were to do so, that would 
not obviate the necessity of the appraisal. 

Mr. Proury. Thank you. That is all I have, Mr. Chairman. 

Mr. Ayres. Thank you very much. 

Mr. Quiciey. You are welcome. 

Mr. Ayres. We will declare a 5-minute recess before we get into the 
veterans’ organizations. 

(Short recess. ) 

Mr. Ayres. Is Mr. Herb Michaels in the audience? 

Will you state to the committee your name and address and the 
association for which you are speaking ? 


STATEMENT OF HERBERT E. MICHAELS, CINCINNATI, OHIO, EXEC- 
UTIVE SECRETARY, ROBERT E. BENTLEY POST, NO. 50, THE 
AMERICAN LEGION 


Mr. Micuarrs. H. E. Michaels, 322 Broadway, executive secretary 
of the American Legion, representing the State commander here in 
this meeting as an observer. 

Mr. Ayres. Do you have a prepared statement ? 

Mr. Micwarts. We don’t have one, Mr. Congressman, but we can 
make a general statement. 

We have been acquainted with the program since its inception. In 
the inception of the program there were a lot of “bugs” in it, but that 
was worked out through the cooperation of everybody concerned, 
the builders, the Veterans’ Administration, and everybody. 

The program, after the bugs were taken out of it, went along very 
well until we ran into the “S64 question.” That is the 4-percent loan. 

I have to state the Legion’s position on the 4-percenet loan. It is 
that at this moment we are still for the 4-percent loan. 

As you recall, the national commander appeared before your com- 
mittee last month and made the statement at that time that a com- 
mittee had been appointed to investigate the matter and would make 
a report to our next executive committee either in May or June. 

Mr. Ayres. Mr. Michaels, if for just a moment you can speak as an 
individual rather than speaking for the Legion, do you feel that when 
the program was initiated the interest rate was considered a benefit to 
the veteran ¢ 

Mr. Micwaetrs. I did; yes, sir. I think the veteran felt that, too. 
He felt that he had the cloak of the Government about him, and that 
that would assist him in negotiating the loans, and that protection 
was something he felt was very beneficial. 
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Mr. Ayres. At the present time, do you think the interest rate is as 
important to him as the small downpayme nt is? 

Mr. Micuarts. Well, I think that is a rather tough question, be- 
cause he is interested in both of them. Certainly he wants to get the 
property at the lowest price he can, as to interest rate and as to 
amount of downpayment. 

Mr. Ayres. Well, if, at the completion of all of our hearings—and 
; assure you this committee has taken no position; we have not taken 

1 position in Washington and then gone out in the field to attempt 
to prove that our position was right. We are here to get the facts 
and not propagandize. And I do not want it inferred from my 
asking the question that I personally have taken a position on this. 

Are you receiving any complaints from your membership now 
regarding the in: ibility to get a home for a small downpayment ¢ 

Mr. Micuarrs. Yes. But that is the minor complaint. The com- 
plaint is the 4 percent, that they cannot find the 4-percent loans. That 
is the biggest complaint. But we have had complaints that they 
thought the downpayment was excessive. 

Mr. Ayres. In other words, in this area they are more interested in 
finding a 4-percent loan, regardless of the downpayment? Is that 
what you are saying, Mr. Michaels? 

Mr. Micwar s. Not necessarily. I think both of them coupled to- 
ge ‘ther, Congressman Ayres. But the 4 percent seems to be the prev- 
alent things at the moment; that they can’t get a 4-percent loan. 
In other words, they can’t get a loan; so why go any further if I make 
myself clear’ The loan seems to be the prime factor. In other words, 
if he can’t get a loan, why try to get the downpayment ? 

Mr. Prouty. If he could the loan at 414 percent, do you think that 
increase in interest would still discourage him; that is, with a small 
downpayment ¢ 

Mr. Micuar.s. Knowing the veteran, I can say it will not. Because 
you all know, being all veterans, that they are gamblers, and they will 
gable on the 41% as they would on the 4. 

Mr. Bontry. Mr. Michaels, you are aware of the fact, however, that 
an increase in the interest rate on a GI home would substantially in- 
crease the cost of that home ? 

Mr. Micnarts. That is quite true. I am acquainted with that. 

Mr. Bonin. In fact, it would increase it over $600 on a 20-year loan 
of $10,000. 

Mr. Micnaerts. I am aware of that; yes, sir. But I think the pri- 
mary thought in the veteran’s mind is to secure a home at the least 
possible price he can get. But when homes are critical, he would buy 
at almost any price he could, I mean, in our situation, especially in ae 
metropolitan area, at one time homes were very critical, and it wa 
“dog eat dog” whoever could buy. 

Certainly at that time the veteran was not in the position to beat 
the demands of the sellers. 

Mr. Ayres. Mr. Michaels, there appeared in the Sunday edition 
of the Cincinnati Inquirer, an article written by Mr. Ralph Weis- 
kittel. Some veteran forwarded it on to me. The headline says: 
“No Lip Service. Vets Want Action in Loan Program. Will Pay 
Higher Rate if Downpayment is Kept Low, Survey “Shows.” 

Are you familiar with this survey that was made? 
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Mr. Micnaets. No, sir. That was a survey, if it is the same survey 
I have in mind, that was made through a questionnaire in that same 
newspaper, about 6 or 8 weeks ago. 

Mr. Ayres. “or in your judgme nt, was it a fair survey ? 

Mr. Micuarts. I didn’t see the survey or the result of the survey, so 
1 couldn’t answer that, sir. 

Mr. Ayres. The Legion had no part in this? 

Mr. Micnarts. No, sir. We weren’t a party to it in any wa 
soever. 

Mr. Ayres. Well, do you agree with their findings? 

Mr. Micuarts. With whose findings? 

Mr. Ayres. With the findings that the average veteran was inter- 
ested in the low downpayment, more so than he was in the interest 
rate. 

Mr. Micnarrs. Well, again, may I say to you that that is a moot 
question. Because I would not be in a position to say whether this 
particular veteran would be interested in a low downpayment, where 
the other one might be interested in the low interest rate. 

Mr. Ayres. Well, is there any feeling among the members of your 
organization that the veteran who is eligible for a direct loan has the 
advantage over the individual who lives in the c ity ¢ 

Mr. Micuaegns. Certainly I have not come in contact with those, 
because they are outlying. They are not in this county. But any time 
a man can get a loan, wherever he gets it, [ am sure he thinks it is an 
advantage. 

Mr. Ayres. Do you have any appreciable number of veterans con- 
tacting you for assistance in helping them get a loan? 

Mr. Micnarrs. Not too many. Because we maintain a State office 
here in the Veterans’ Administration. We refer all of them to that 
office. Personally, I haven’t had it. 

Mr. Ayres. Mr. Patterson ¢ 

Mr. Parrrerson. Mr. Michaels, what would be your opinion if the 
law should be amended to provide for a mandatory 5 percent down- 
payment and an increase in interest rate to 4144 percent. What would 
be the result of an amendment to the law of that nature, as far as 
providing more housing or less housing or the same housing ? 

Mr. Micnaegts. I think it would provide more. In other words, I 
don’t think that would deter the man from trying to accomplish his 
main purpose of securing a home. 

Mr. Parrerson. You think that would loosen up the market? You 
think that action would make for the building of more homes for 
veterans ¢ 

Mr. Micuaers. I wouldn’t want to say that; no, sir. 

Mr. Ayres. Mr. Bonin? 

Mr. Bonin. Mr. Michaels, if the Government will provide direct 
loans to veterans for the purchase of homes at an interest rate not to 
exceed 4 percent, would you favor increasing the present 4- percent 
interest rate payable to private lenders on guaranteed GI home loans? 

Mr. Micnaets. No, sir. At the particular time I could:.’t favor it, 
because my organization is not in favor of it at the moment, as I 
expli ained, until after the next executive committee in May or June. 
Then we will be in a position to give you an outright answer to that 
question. I am not trying to evade the question, but the answer isn’t 
available. 
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Mr. Bontn. No, but by the same token, you stated, as an individual, 
not representing any veterans’ organization that you felt that the 
veteran would be happy and satisfied to pay 414 percent interest. 

Mr. Micnarts. Yes, toa point. I mean the main objective, as I see 
it. is that he is try ing to accomplish one thing, to get a home. 

Mr. Bonin. We are trying to help him to get homes. 

Mr. Micuaets. I think we all are. I think that is the purpose. 

Mr. Ayres. He did not say, Mr. Bonin, that the veteran was a crap- 
shooter. He said the veteran was a gambler. 

Mr. Micnarts. A gambler. There is a distinction, I understand. 

Mr. Provury. If the lending institutions refused to go along on this 
program at the 4 percent level with a small down payment, would you, 
er would the Legion, be in favor of increasing the direct-loan program, 
having the Government come into these areas ? 

Mr. Micnazns. I think if the lending institutions didn’t want to go 
along with the program, then I think it would be advisable for the 
Government to come in with more direct loans. 

Mr. Proury. Have you any idea as to the amount of money which 
would be involved ? 

Mr. Micnarts. No, sir; I haven’t. 

Mr. Proury. Thank you. 

Mr. Ayres. Well, the thing that I think Mr. Prouty wants to bring 
out is: If the direct loan program was expanded to take care of all the 
demands that are estimated in the country at the present time for hous- 
ing, we have had testimony that in all probability if the housing was 
available and the veteran could get the job, 500,000 veterans would 
buy homes during the next 12 months. Now, if you averaged out 
$10,000 per home, that means that if this was all going to be handled 
by the direct-loan program, it would take $5 billion in the revolv- 
ing fund And I cannot speak for the United States House of 
Representatives, but I can speak for myself as an individual in saying 
that that will never come to pass. 

Mr. Micnaets. [ trust it won’t. You and I are in thorough agree- 
ment on that. 

Mr. Ayres. So somewhere in between, we have to reach the happy 
medium. 

At the same time, Mr. Michaels, we have to, as the gentleman from 
the VA brought out, if we are going to have a small amount in this 
revolving fund—then something must be done so that the VA can sell 
their loans to direct lending institutions. The testimony that we have 
had today is that the private institutions are not interesed in buying 
those loans. 

Is it not true, Mr. Patterson, that approximately $200 million has 
been granted to date, and the Veterans’ Administration has only been 
able to sell $8 million ? 

So, percentagewise, the Cincinnati office has done a terrific job. 

Mr. Micuarts. It is a commendable job, sir. 

Mr. Ayres. But in the overall picture, with $192 million, and if that 
fund is increased each year, and the loans are not sold, we will soon 
have a lot of money invested in the Federal Government, which is 
indirectly entering the banking business. 

Mr. Micnarzs. Certainly, I don’t have the reaction of the money 
lender, but I have the idea that there is a happy medium down the line 
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some place where we can all meet and agree on an interest rate. [Tam 
sure of that, sir. Because, as I say, in the beginning, when there were 
a lot of bugs in it, everybody met, all the organizations interested, and 
they were all very cooper: ative. And yet today we even find the Vet 
erans’ Administration in this area, where we have some trouble, have 
gone out and done everything they could to get the case adjudicated 
and settled to the satisfact tion of ever yb nly involved. I mean, I think 
that was service plus. 
ir. Ayres. Then, with the fair attitude taken by your organization, 

I presume we, as a committee, are safe in presuming that, should our 
final decision be somewhat contrary to your position, you would not 
hold it against us personally 4 

Mr. MicnHakts, No, that I am sure we wouldn’t. 

Mr. Ayres. Thank you. 

Mr. Micuarts. You are welcome. 

And thank you, sir. 

Mr. Ayres. Is there a represeniative of the Veterans of Foreign 
Wars here? 

I think, Mr. Barthlein, I will take the other gentleman first, and then 
take you. 

Will you state your full name, your address, and your position with 
the organization you are representing 4 


STATEMENT OF DON HOPEWELL, CINCINNATI, OHIO, DEPARTMENT 
JUNIOR VICE COMMANDER, VETERANS OF FOREIGN WARS 


Mr. Horeweti. I am Don Hopewell, of 4553 Erie Avenue, Cincin 
nati, and I am de spartinent ju hior vice commander. 

Mr. leeniaih Do you have a statement of your organization’s position 
that you would like to make? 

Mr. Horeweiit. Well, Mr. Ayres, I can only reflect the mandate of 
the national encampment held last year in Li ann 

The Veterans of F ie Wars feel that the Government, through 
the bill which granted the housing, is obligated to secure a means by 
which this housing can be administered. The Veterans of Foreign 
Wars do not feel that the private lending institutions have extended 
themselves as they might in order to make these loans available. We 
feel that they are only making enough loans available to prevent me 
direct loans from the Veterans’ Administration. In other words, i 
isa conciliatory move. And we are opposed to the additional Sedat 
rate which has been recommended and discussed. We feel that the 
Government can, and should, find means by which funds should be 
made available for direct loans to the veteran. 

Mr. Ayres. Do you think the direct-loan program, then, should be 
expanded as well as extended ¢ 

Mr. Horrweii. Wholeheartedly. 

Ayres. How much money do you think the Congress should ap- 
propriate for the direct loan revolving fund ? 

Mr. Horrweii. We have heard figures bandied about here this 
morning, in the various veterans’ circles, and some publications., Some 
of them are a little bit ridiculous and a bit on the astronomical side. 
We don’t feel that it is necessary to clear up the housing situation in 
1 year. We do feel that a revolving fund should be established, and 
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if there is a market for the mortgages, that those funds should be re- 
turned to that revolving fund. 

As I understand, at present there are $275 million available for 
direct loans. We would almost double that, in other words, $500 mil- 
lion, and we could maintain a revolving fund, and we feel it can be 
administered. 

Mr. Ayers. How long have you been associated with the Veterans 
of Foreign Wars? 

Mr. Horrwe tu. For about 6 years. 

Mr. Ayers. Well, I appreciate your position, as having to speak for 
the organization. As an individual, and I presume you are World 
War Il— 

Mr. Horewe tu. That is correct. 

Mr. Ayres. Speaking as an individual, when the program was initi- 
ated, do you feel that the interest rate was established at the 4- to 

l4,-percent rate with the dise retion of the Veterans’ Administrator 
to fluctuate in between there with the consent of the Treasury—that 
that was of benefit to the veteran ? 

Mr. Horrewetr. Definitely. And I feel also it was of much benefit 
to the lending institutions. And it is proved by the fact that they 
were snaped up as quickly as they were at its inception. 

Mr. Ayers. If the lending institutions should prove—and I am not 
saying they will—if they should prove, that the interest rate at 4 
percent when the program was started was not a benefit, as it is today, 
and that they cannot afford to maintain the free enterprise competi- 
tive operation at the 4 percent rate, do you think that your organiza- 
tion might change its position, after all of the facts are in? Or ‘do you 
feel that your survey has been « ‘complete enough as it is? 

Mr. Horrwett. I feel that our investigation has disclosed that our 
mandate is perfectly equitable. I would like to say, first of all, Mr. 
Ayres, that I feel your question is an ambiguous question. 

To begin with, I do not feel that any of us are making the money 
we would like to make. That is plain, pure, and simple fact. And a 
financial institution which is charged with securing a good dividend on 
the money they invest has, of course, an obligation to a v: ariety of 
people. But at the same time, what they would like to have and what 
they might in fairness receive are entire ly likely to be two entirely dif- 
ferent figures. 

Mr. Ayres. There is no doubt the human element does enter in, 
but the reason why I ask: We have had approximately 3 hours of 
testimony from small lending institutions and large lending institu- 
tions. 

Mr. Horewetr, That is correct. 

Mr. Ayres. And as one gentleman put it, in Cleveland last week— 
and we will perhaps hear the same thing here this afternoon when the 
lending institutions are stating their position—he not only had a re- 
sponsibility to the veteran, and he had proved that, by having over 
52 percent of his portfolio in GI loans, but in the last 6 months he 
hadn’t been able to do it at the 4 percent rate, because he also had a 
responsibility to the 14,000 depositors. 

Mr. Horeweti. Well, that is what I say. 

Mr. Ayres. He said it would jeopardize his position; although he 
had a record that proved beyond the shadow of a doubt that he had 
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been most cooperative with the veteran. But now he had reached the 
end of the road, and he was of the mind that he was not going to be 
able to continue, since he was paying 214 percent on his deposits. 
There just was not enough margin to oper: ate with. And that is the 
point I wanted to get across to you. 

This is a fact- finding committee, and you gentlemen have had an 
opportunity to review all of these he Arings. ‘What I am asking you 
is: If you should see that we have seen something that perhaps in 
your survey you have not, you would keep an open mind on it! 

Mr. Horrwewt. I think it is hardly necessary to ask that question. 
We certainly are a progressive organization interested in your organ- 
ization as roll as the problems ‘of the lending institution and the 
veteran. And somewhere there must be a meeting of minds, and 
that must come about. 

There is one thing I can’t understand. In regard to the number of 
loans administered by the regional office here, which comprises 55 
counties in the southern portion of the State, this has Seis my 
experience. And I would like to relate personally my own experiences 
here. 

First of all, I was hospitalized, and wasn’t discharged until rather 
late, as a matter of fact in mid-1946. Immediately after that, we 
had some physical difficulties in the family, with the result that we 
had to completely forget about purchasing within the next few years. 
Immediately after that, I went out and attempted to secure loans. 
It is surprising the number of contacts we made, and at the same 
time found out that they simply were not available, even back there 
as late as 1948 and the first portion of 49. We found out that the 
rural-type dwellings—by virtue of my employment I am required 
to live within the city limits at present—were more or less accessible, 
that they could be obtained; and also that approaching certain build- 
ers, if they had a large subdivision, a great many of those at that 
time were being built with the idea of making them appealing to 
the GI, knowing that they could be administered through the Vet- 
erans’ Administration and the lending institutions. In the older 
type dwelling, the ten to twelve thousand dollar range, at that time, 
the loan was very often rejected by the Veterans’ Administration. 
And it is understandable. I mean, it is purely a question of risk 
and the value for money received. But in examining the figures, 
it seems to me it is apparent that even at this time the rural type, 
the semirural, the small farms, and things of that sort, have been 
going to the Veterans’ Administration with quite a bit of speed, and 
also that the new type construction, which, if you approach a con- 
tractor and ask him, “Can this be G1?”—he will give you a “yes 
or “no” right at that time. And I believe the majority of dwellings 
there are dwellings of this type. 

But the average GI who came out of the service and attempted 
to raise a family, collected the household furnishings which he was 
required to collect after a 3- or 4-year period of service—and it is just 
beyond the means of the average veteran. 

And that particular type loan is simply not available through the 
GI loans, nor are the others at this time. 

That is, I mean, by personal experience, it undoubtedly is the 
personal experience of hundreds of thousands throughout the country. 
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Mr. Ayres. Do you think, Mr. Hopewell, that if the Congress should 
say, “This is it, and the rate is not going to be changed,” some of the 
lending institutions then would be more willing to loan at 4 percent? 

Mr. Hopewett. I certainly do. Yes; I certainly do. 

Mr. Ayres. But you do not take the position—and there again, after 
all the facts are in—that it is the responsibility of the lending insti- 
tution to subsidize the veterans’ program # 

Mr. Horrwe tt. I don’t think it is a question of subsidy. I feel it 
is merely a question of investment. 

Mr. Ayres. You mean if they should prove that they cannot 
operate- 

Mr. Horewe rt. If it could be definitely proven; yes. But I would 
certainly require and request a very narrow interpretation of that 
one particular word. 

Mr. Ayres. We appreciate your position, and I trust that you will 
be able to attend this afternoon. Because in a hearing of this type, 
there is always a little chance for rebuttal. 

Mr. Horeweiw. I would be very grateful for that opportunity. 

Mr. Ayres. And it may be that there will be testimony this after- 
noon that you will be in sharp disagreement with. 

Mr. Horrewe tu. In all probability. 

Mr. Ayers. And we would be very happy to talk with you at that 
time. 

Mr Prouty? 

Mr. Proury. Would you say, Mr. Hopewell, that interest rates gen- 
erally have risen since the inauguration of this program / 

Mr. Hoprweii. You are talking with reference to the loan itself? 

Mr. Provury. General interest rates. 

Mr. Hormweri.. Yes, sir; I would say so. 

Mir. Prowry. In other words, the lending institutions, the banks in 
this area: have they increased their interest on savings / 

Mr. Horeweiit. Yes, they have gone up. 

Mr. Proury. So the banks cannot earn as much as they could form- 
erly, when the interest they paid to depositors was at a lower level ? 

Mr. Horewetu. That is correct. 

Mr. Ayres. Mr. Bonin? 

Mr. Patterson ? 

Thank you very much. 

Mr. Horreweii. Thank you, sir. 

Mr. Ayres. Mr. Baerthlein ? 


STATEMENT OF CLARENCE H. BAERTHLEIN, BELLEVUE, KY., 
APPEARING ON BEHALF OF VETERANS OF FOREIGN WARS, POST 
NO. 2899 


Mr. Barrtuiein. My name is Clarence H. Baerthlein. 

Mr. Ayres. And will you give us your address and under whose 
auspices you are appearing / 

Mr. Barerru.vern. Clarence H. Baerthlein, B-a-e-r-t-h-l-e-i-n, 446 
Jerry Avenue, Bellevue, Ky. I am appearing under the auspices 
of the Veterans of Foreign Wars, Post No. ~SOY, 

Mr. Ayres. Where is Bellevue 

Mr. Barrturein. Just across the river. 
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Mr. Ayres. You are out of the Louisville office, then, as far as your 
VA operation is concerned ¢ 

Mr. Barrrnuierm. Yes. And we also have our State headquarters 
there, too. 

Mr. Ayres. We are very anxious to have another State represented. 

Mr. Barrruiern. Mr Chairman and members of this subcommittee, 
I was requested by my commander, as legislative officer, to come here 
and present our case. 

We have a numbe aa men right in our-own post there, and I know in 
our district, and I know pretty much what is going on in the State of 
Kentucky, because the State quartermaster adjutant is a personal 
friend of mine, and he gives me information that he gets down there. 
And it seems like the same condition exists all over. 

Our service officer went out himself to get a loan. He was going 
io buy a home from $11,000. He had a sufficient downpayment. 
There were four building and loan associations in the city of Coving 
ton, where he applied for a loan, and where other men had gotten 
loans under the GI bill of rights and they told him right out that 
they were not taking any GI loans. And the fourth man finally told 
him that he us could not take it at 4 percent. He said, “Why should 
I take it at 4 percent, when I can get 5 or 6 percent?” And the re are 
« number of cases like that in our post, I would say approximately 
10, where the men tried to get loans and they could not. 

So A contacted a banker in Bellevue, and he said that his quota was 
filles ‘GI loans. He also told me that they were the best invest- 
ment that they ever had. He said they were the soundest they had 
in the bank. 

Then I went up the street to another friend of mine, who is secre- 


tary of a building and loan association, and they pay 3 percent interest 
on deposits, and they also have the $10,000 insurance, and he told me 


that in addition to that 3 percent they pay in interest, it cost them 114 


percent for overhead. So that would be 414 percent, and it would be 
impossible for that man to give a loan ~ t percent. 
Mr. Ayres. Well, have you arrived at any conclusion in your own 


mind as to what should be done in nee circumstances on the problem 
to gel these 40 men in your post and thousands throughout the country 
a home? 
Mr. Barrruvern. Well, in my own mind, I think the veteran is at a 
disadvantage, and for this reason: Most every place that you go, or- 
nized labor is in power. I have no quarrel with organized labor. 
if a man feels like he wants to join a union, I think that is his own 
idea, and he sho ild be allowed to join that union. But the setup that 
have in this Nation—and every place that I go, I ee I hap- 


pen to be a Federal employee my elf, and I work around distilleries 
[ collect tax, in other words. So don’t any of you teow tree any 
boulders at me back there. I have nothing to do with that. These 


fellows set that tax. 

Mr. Ayres. We are not on that committee. 

Mr. Barrruvew. But I know that they are organized. And the 
man that is in there has seniority. If any of these men come back 
from service and they apply for a position, they have got to start at 
the bottom. And this other man will naturally, of course, be drawing 
a better salary than he is drawing, and he is not in a position to pay 
any more than the 4 percent, I don’t think. 
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We had a problem after the war in our own post, where we couldn’t 
even get houses built. And so we set up an outfit of our own. We 
built some houses out there in what they call Vetville, out beyond Fort 
Thomas. Now it is called Crestview. And those fellows went in 
there and put their own money up, and we happened to get an archi- 
tect who gave us a very reasonable figure for his work, and he super- 
vised these, and he saw to it that they put up good houses; although 
the contractor lost about $125.000 on it. Because after he had made 
the contract building materiaJs went up, and he was sitting there, and 
he was man enough to say that he would finish the contract. And he 
has lost about $125,000 on it. 

And I think that there is only one answer to the thing. If we are 
voing to have the thing at 4 percent, the only thing is for the Federal 
Government to take it over. And if you are not going to leave the 
rate at 4 percent, you might just as well abolish the thing altogether. 

Mr. Ayres. Well, if the banks prove and the lending institutions 
as a whole prove that they cannot profitably engage in the program 
at 4 percent, then your suggestion is that the direct-loan program be 
expanded into the metropolitan areas that are not now eligible for it? 

Mr. Barrruiern. Yes, sir. 

I don’t say that the banks should be forced to take them, because I 
don’t think that is sound business. But I think that the Federal Gov- 
ernment should take it over, then, if it is not possible for the banks 
and the building associations to take these loans. 

Mr. Ayres. You do not take the attitude that an expanded direct- 
loan program is a bigger step toward a socialistic operation ? 

Mr. Barrrnierm. No, I don’t. No more so than it was during the 
war for the Government to build big plants and rent them out for a 
dollar a year to the men. 

Of course, it was necessary. No moreso than that was. Right out 
here at the Wright plant, they rented that plant for $1 a year. 

Mr. Ayres. Mr. Bonin? 

Mr. Bonty. Apparently, Mr. Baerthlein, you are of the opinion that 
the 4-percent-interest rate was of direct benefit at the time this pro- 
gram was inaugurated. Is that correct? 

Mr. Barrru.ern. Yes. 

Mr. Bonin. Do you think it was a greater benefit to him than the 
small downpayment for a GI loan ? 

Mr. Barrruvern. I think it was. 

Mr. Bonin. You do? 

Mr. Barrruern. Yes, sir. 

Mr. Proury. I would like to ask just one question. 

Mr. Bonry. Go right ahead. 

Mr. Proury. Do you feel that as a result of the charges and the 
discount rate the veterans, unknowingly perhaps, have been paying 
more than 4 percent ? 

Mr. Barrruiei. That they were paying considerably more? 

Mr. Proury. That they are paying more, although it is not indicated. 

Mr. Barrruiern. I know it to be a fact that they are. And I know 
it to be a fact that a member of the Veterans of Foreign Wars in Mays- 
ville, shortly after World War II went out to buy a home, and he had 
set a certain price on it, and the appraisers of the Veterans’ Adminis- 
tration said it was worth $2,000 less than what the real-estate man had 
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set on it, and they wouldn’t allow his loan. And the man came di- 
rectly to him, and he said, “I will give you a direct loan if you want it. 
I will get you a direct loan from a building association at 6 percent, 
if you want to pay the other $2,000.” And that was the result. That 
is what he had to do. 

And I know that that condition existed all over the State of Ken- 
tucky, because at the time I was senior vice commander of the De- 
partment, and I got around a whole lot to find out what was going on. 

Mr. Proury. Well, that is one argument which has been advanced 
as to why approximately 30,000 homes are being processed each month 
now on an annual basis. The argument is that if it were not for 
these other practices, that program would be cut way below that 
figure. 

Mr. Ayres. Mr. Patterson ? 

Mr. Parrerson. No questions. 

Mr. Ayres. Thi ink you very much. 

Mr. Barrruuern. Thank you, gentlemen. 

Mr. Ayres. Is there a re presentative here from the AMVETS ? 

Will you state your full name and address and in whose auspices 
you are appearing ? 


STATEMENT OF STEWART FISHTER, CINCINNATI, OHIO, VICE 
COMMANDER, OHIO DEPARTMENT, AMVETS 


Mr. Fisurer. My name is Stewart Fishter. I live at 3224 Harrison 
Avenue, Cincinnati 11; 1 am a vice commander of the Ohio depart- 
ment. 

Mr. Ayres. Would you like to state your position on this problem to 
the committee ¢ 

Mr. Fisurer. Well, the department is in favor of retaining the 4- 
percent-interest rate. They have polled the membership, and they 
feel, the majority of the membership feel that it should be retained, as 
of benefit to the veteran. 

Mr. Ayres. Is your organization receiving any complaints from 
veterans who cannot get a home? 

Mr. Fisurer. We have received many complaints from veterans who 
cannot get a GI loan in this area. 

Mr. Ayres. Are you familiar with this survey that was made by 
the Cincinnati Enquirer, that we referred to here? 

Mr. Fisuver. No; Iam not, sir. 

Mr. Ayres. The fact that according to their survey most of the 
veterans were more interested in the low downpayment than they were 
in anything else ¢ 

Mr. Fisutrer. Well, I think in some cases the veteran is confused. 
He goes out on a limb and doesn’t know whether he is better off at 4 
percent with a low downpayment, or with both. 

But in talking to a lot of veterans, it is the consensus of opinion that 
they prefer the 4- percent rate rather than low downpayments. 

Mr. Ayres. In other words, as Mr. Prouty pointed out, the 30,000 
loans that are being made now, with the discount practice entering 
into it, and the larger downpayments—they would rather take their 
chances on maybe being able to get a loan through on that basis? 

Mr. Fisurer. Well, that might be true. But. in this area, since I 
live here, it seems like there is quite a bit of obstacles built up against 
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issuing aGlloan. That is my opinion, I was told directly that they 
were not interested in issuing any GI loans, when I talked to building 
and loan associations. 

Mr. Ayres. For what reason? 

Mr. Fisutrer. They maintain that they cannot operate and make 
loans at 4 percent; that th ey are losing money. 

Mr. Ayres. Do you believe them ? 

Mr. Fisuter. No; I don’t sir. 

Mr. Provury. Would you mind explaining why ? 

Mr. Fisurer. Well, to begin with, a lot of their loans only pay a 
certain amount of interest rate, and when it gets up above a certain 
fieure, the interest rate declines, and I just don’t feel that they are 
entitled to make 114 percent as an operating expense like they claim 
they rie cl. 

Mr. Ayres. Mr. Bonin? 

Mr. Bontn. Do you believe that there are available funds that are 
actually being withheld at this time, in order to increase the interest 
rate ¢ 

Mr. Fi HITER Well, it has 7 en said that some of these buildings in 

Is community have an awtul lot of money that they are not using. 
I would net la personally. I am not familiar with the banking 
ns, and the business, and so forth. 

Mr. Bonrn. Of course, you know, our law expires on June 30, and 
Congress will have to - something about it prior to that date. Do 
vou believe that if Congress took a firm position on this matter of 
nterest rate and establi ed it at 4 percent, the lending institutions 
would release these funds and make them available for GI loans? 

Mr. Fistrrer. I think they would. 

Mr. AYREs. You stated 1st a moment avo that you did not believe 
they were justified i in their statement that they cannot operate at the 

ent rate, and then a moment later you said that you were not 


I ° ° 
familiar with the banking operation. Who has provided you with the 
e¢ iry facts for you to formulate your opinion ¢ 
Mr. Fisuter. Well, I am a member of a local group here, and I 
have talked to the members. And I am sci neiine the consensus of 


opinion of our members here. 
Mr. Ayres. Of your organization ? 
Mr. Fisurrer. That is right, sir. 
Mr. Ayres. Do you eh whether they, as an organization have 


met with any of the major lending institutions to determine their 
position and who was right and who was wrong? 
Mr. Fisurer. No: ] aor, sir. 
Mr. Ayres. We certainly appreciate your frankness. And I would 
ke to state to you, as we have to the other veterans organization, 
that I hope that after these arings are completed and all the testi- 
0 n, In 1 compact publication, which will be the first time 
in the discussion of the GI program where the pros and cons will be 
ed in 1 hearing—and that was our pt irpose in doing it—I trust 
that when those facts are in, you will, not only as an individual but 


as an organization, dige ‘st the m to the best of vour abili ty, and then 
notify the committee if there has been any change in your position. 
Mr. Prouty. May I -“ an jotnte question, Mr. Chairman 4 
Do you feel, Mr. Fishter, that when this program first came into 
being, the lending institutions were making an unreasonable profit ? 
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Mr. Fister, No. 

Mr. Provry. But you do feel that they are trying to make an un- 
reasonable profit now ¢ 

Mr. Fisurer. It is apparent, in my opinion, that they are trying to 
force the issue. 

Mr. Ayres. Mr. Patterson ? 

Mr. Parrerson. I assume, sir, since you are a World War II vet- 
eran, that you probably have a national service life insurance policy ¢ 

Mr. Fisurer. No, sir; I don’t. 

Mr. Parrerson., Do you think that the members of your organiza 
tion who do have such polici ies would be willing to see th: at trust fund 
used for the purpose of making loans for housing, as has been sug- 
gested several times / 

lr. Fiswrer. 1 could not make a statement to that effect without 
having the opinion of the other membership on that. 

Mr. Parrerson. | was trying to bring out: Would your organiza- 
tion, which in effect is a trustee, or cert: ainly interested in the adminis- 
tration of that fund—would that organization feel that a 4-percent 
loan would be a good investment and a good risk ¢ 

Mr. FIsuHTi R, Well, speaking for myself, | would Say yes. But I 
would not speak in behalf of the organization. 

Mr. Parrerson. Thank you. 

Mr. Ayres. Thank you very much. 


STATEMENT OF RICHARD H. DAVIS, CINCINNATI, OHIO, NATIONAL 
SERVICE OFFICER, AMVETS, CINCINNATI AREA 


Mr. Davis. I am Mr. Davis of the AMVETS. May I speak? 

Mr. Ayres. Yes. Will you state your full name and address and 
under whose auspices you are appearing ¢ 

Mr. Davis. My name is Richard H. Davis. I live at 1736 Madison 
Road, Cincinnati, and I am the national service officer for AMVETS 
for the Cincinnati area 

Mr. Ayres. Do you have something you would like to add to the 
testimony of the other AMVET representative / 

Mr. Davis. Well, of course, our national organization contends that 
the 4-percent interest rate is sufficient. We believe that, due to the 
volume, the moneys received by interest, and so forth, are sufficient 
to give the le nding agencies a fair margin of profit to operate their 
lending agencies, and so forth. 

And in my tour of the State, in visting the different posts and 
talking to the different veterans, I find that the veteran has come 
to the conclusion that it is just useless to even make an effort to try to 
acquire any kind of a loan, other than the regular conventional loan, 
unless they do some underhanded dealings with the builders or lenders, 
of some sort. 

Mr. Ayres. We hear that thrown out quite often, Mr. Davis. Would 
you care to elaborate on what is termed an underhand deal? 

Mr. Davis. Well, the veterans say that somebody will offer to make 
them a 4-percent loan on a certain estimated figure, probably, that is 
appre aised by the VA, if maybe on side dealings they pay a special 
price or something of the sort to make this possible. There is nothing 
legal about it. T here is nothing in writing. It is nothing that is done 
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legitimately. It is hard to put your fingers on. But they complain 
that those opportunities are offered them, if they would, you know, go 
through with the deal. However, the veteran himself, the ones I 
have talked to, as far as the 4% percent is concerned—I am speaking 
now of my association with the veteran—they are of the opinion, 1 
think, they are willing to go along with the 414 percent; not that they 
are in favor of it at all, but they have come to the conclusion that it 
it almost a necessity, now, because they are not going to get any 
money otherwise. 

As long as they can be assured of a small downpayment, a long- 
term loan, and that in the future, say in another 4 or 5 years from now, 
the lending institutions do not come along again and say, “We are 
still not making enough money,” and chop the. thing off, and leave it 
as it is today. They are of the opinion that if C ongress comes along 
and puts some teeth in the laws and the regulations so that they can he 
assured that whether they take advantage of the loan today or maybe 
2 years from now they can still be assured of getting this same set 
firure, the agreement made between Congress and the le nding agencies 
and whoever is involved, so that in case the lending agencies decide 
all of a sudden they are not making enough mone y,C ongress will see 
to it that the money is made available otherwise. A guaranty. That 
is the thing they are interested in, security, a guaranty. 

Mr. Ayres. You are taking the position, then, that in your judg- 
ment, as an individual, it was the original intent of the Congress, 
when the interest rate was established, in the beginning of the pro- 
gram, that that was of benefit to the program ¢ 

Mr. Davis. That is right. My understanding of the original law 
was the fact that most veterans did not have any great amount of 
money to lay down for buying a new home, because of their services, 
and so forth, their limited incomes, and the problems which they 
encountered, due to expenses of their families, and so on, while in 
service. So my opinion was that the Congress set forth a law so that 
the veteran could be protected a little bit, by giving him a benefit be- 
cause of his service, giving him an opportunity to set up a home, a 
family, and establish himself in life, without too much ready cash. 

Mr. Ayres. Well, as Mr. Prouty pointed out, in connection with 
the other gentleman’s testimony, I would like to ask you the same 
question. Do you think the 4-percent rate, when established, gave 
the lending institutions more profit than they were entitled to! 

Mr. Davis. That is rather difficult to say. Of course, I say that if 
today average conventional loans and other types of loans they are 
making at the same rates they have been making them at here are 
adequate, the 4-percent interest rate is still adequate, as it was in 
those days. 

Mr. Ayres. But if a lending institution has increased the interest 
rate that they pay to depositors—and we all, I think, can agree that 
operating costs have increased somewhat in the last 4 or 5 years—it 
may be that some institutions would be entitled to it and others would 
not. Is that what you are saying? 

Mr. Davis. Well, I think ‘maybe a few of your small lending insti- 
tutions that have not had the opportunity to really invest money in 
big operations reap the greatest percentage of benefits by reason of the 
war and everything else, at the expense of the veteran, actually. They 
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may be entitled to some special consideration. Their situation may 
be a little harder. 

Mr. Ayres. If the establishment of an interest rate is to be con- 
sidered a veterans’ benefit, then would you advocate carrying the ad- 

vantages of a lower interest rate into other fields besides housing ? 

Suppose, for instance, a man comes home, and he wants to start a 
little home-delivery service, and he needs a truck. Do you think he 
ought to be able to borrow money to start that business, at a lower 
rate ¢ 

Mr. Davis. I think this whole thing was made possible because of 
the fact that we were veterans, to make it possible for everybody to 
make a living, to make an average profit, and to make a reasonable 
profit. And I think the man is ent titled to a little special consideration 
to help himself get established in life, whether it be for a business loan, 
a home loan, or what. I don’t mean going to great lengths with this 
thing. This man should be given consideration according to his 
abilities, his possibilities of being able to pay, and so forth. 

Mr. Ayres. Well, the question we have to decide, Mr. Davis, as a 
committee, is whether or not interest rates are to be considered a vet- 
erans’ benefit. And my question to you is: If we establish the premise 
that the interest rate is a benefit on home buying, then do you think 
that same benefit should be carried into other fields ? 

Mr. Davis. Well, so far as a small business is concerned, and getting 
himself established in life is concerned, yes. Because those are his two 
major ee in life, his biggest expense to the man. The little things 
he buys in home appliances and things of that sort usually are his 
minor shdiee, whereas his home, and getting established, as far as 
his business and his home are concerned, are his two major achieve- 
ments in life, I think. 

Mr. Ayres. When the veteran came home, we all came home broke, 
unless we hit it awfully lucky on the ship coming across. 

Mr. Davis. I wasn’t. 

Mr. Ayres. Neither was I. But the thing that most of the debates 
shows that was presented in the Congress at the time the law was 
established was the point, one that was pushed very strongly, that, 
“We are going to give the veteran a chance to get into his home, 
because he has not been here to accumulate a down payment.” And 
to be honest with you, there was not much consideration given to the 
interest rate except that it should be a fair rate. That is what we are 
confronted with now. 

Practically everyone, including yourself, in the Cleveland area, in 
Washington, and from what we are getting here, indicate that when 
it was started at 4 percent it, was a fair rate. On the side of those 
lending the money, they say yes, it was fair then, and, “We went along 
with it,” and the charts presented here show that. 

Mr. Davis. Well, financially at that time the rate was adequate. 
And looking at your lending agencies and the way the different loans, 
and so forth, are made today, there has been no change in the lending 
procedures up and down in the percentage rates. If it is fair and 
equitable then, I think it is fair and equitable now. If they were 
making a fair margin of profit then, they are still making it. 

Mr. Ayres. In other words, you do not think their operating costs 
in the operation of their business have increased to the extent that it 
warrants them getting more interest? 
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Mr. Davis. Not at the expense of the veteran, no. Particularly 
not at the expense of the veteran. 

Mr. Ayres. Not at the expense of the veteran. 

Mr. Davis. Yes. In other words, your whole structure of your 
lending agencies—if you ch: ange one, then the whole structure has got 
to chan ore W hy jus st take advantage of the veteran and his interest 
rate, his satttin ular side of it? 

Not that I am asking that interest rates go up anywhere, because I 
don't think they should. ] still think that they consider that their 
banking rates and interest cada are adequate today, and they 
thought so then, and they are practically the same, and it is still 
equitable. 

Mr. Ayres. If you and I have $5,000 apiece to invest, we are going 
to shop around for investments that are going to give us the best re- 
turn, are we not? 

Mr. Davis. I don’t say that we won't. We certainly will. 

I believe everybody is entitled to a fair share of profit on moneys 
invested. Everybody is entitled to it. That is the purpose for which 
we work, to work and try to achieve. But I do not think it-should 
be done at the expense of the veteran, when there is an adequate profit 
made. 

Mr. Prowry. If the interest rate was considered or made a prior 
consideration at the time this legislation was passed how do you ex 
plain the fact that the Administrator of the Veterans’ Administration, 
with the approval of the Secretary of the Treasury, is allowed to 
increase interest rates ? 

Mr. Davts. As to the thinking of Congress at the time, and so forth, 
I have no way of knowing that. That is part of the whole setup. 
We, as individuals, have no way of knowing what the thinking at the 
time was. 

Mr. Provury. an there isa provision in the law now under which 
the Administrator can increase interest rates. 

Mr. Davis. That is true, but that would not always mean we are in 
complete agreement with the situations that exist. Sometimes you 
have to accept some things and compromise on others. That was 
included in it at the time, and, as I say, I wasn’t here at the time it was 
done. I was overseas in service. And I don’t know what the hear- 
ines and the considerations were. 

Mr. Ayres. I think your organization is on record as not being too 
happy with the present Administrator of Veterans’ Affairs. Is that 
right ¢ 

Mr. Davis. Very much so. 

Mr. Ayres. But in this case, he is hol: ling the line at 4 percent, and 
you are quite happy with that. 

Mr. Davis. Well, we give a man credit when credit is due. In fact, 
le talked to us recently at a meeting in Washington, and we gave him 
a big handshake for — ‘king to his guns in that respect. 

Mr. Provry. If it were not for the low downpayment feature, it 
would not make an (lifference what interest rates were charged, 
would it ? 

Mr. Davis. I wouldn't say that. I think everybody is interested in 
the amount of interest to be paid. 

Mr. Proury. I mean the average GI. 
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Mr. Davis. I say the veteran has come to a place where he is almost 
forced to accept that as a necessary factor. He is not happy with it 
by aly Means. 

Mr. Provry. But basically the low downpayment is what he has 
advocated ¢ 

Mr. Davis. Well, if they had the money to make the downpayment, 
and this, that, and the other, he wouldn’t need the GI loan in the first 
piace, 

Mr. Proury. But he has not got it. 

Mr. Davis. He hasn’t got it. 

Mr. Ayres. I presume your organization has taken into considera 
tion the fact that we will be and are at the present time discharging 
approximately 800,000 veterans a year. 

If our world conditions should continue, and our inductions should 
continue at the present rate, in a period of a few years, approximately 
50 percent of our home market would be ¢ silane to the veteran popu 
lation. 

Mr. Davis. It is a big market for the lending people. It is a lot 
of money to be considered as far as the veterans are concerned. 

Mr. Ayres. The testimony that they have given us is that they can 
not operate at the 4 percent. Your testimony is to the direct contr: ary ( 

Mr. Davis. It is my belief that if they have been able to do so up 
to now, they are still able to. 

Mr. Ayres. Mr. Bonin? 

Mr. Bonin. No questions. 

Mr. Ayres. Mr. Patterson / 

Mr. rare RSON. No questions, Mr. Chairman. 

I might call to the attention of Mr. Davis that he made reference 
some time ay vo to some unGaer the-table payme nts. The law spec ifie ally 
provides that any one participating in such a sale may sue and receive 
treble damages. And if the veteran doesn't sue, the Attorne ‘'y General 
may sue for him. 

Mr. Davis. Well, the veteran has been pressed to the extent where 
it is necessary for him to do something to get a loan the easiest possi- 
bie way. A lot of people are not too smart, and they are ashamed that 
they have done it. And most people are ashamed to come out and ad- 
init openly in public that they were gullible enough to do these things. 

Mr. Ayres. If there had been transactions which you are aware of, 
where the veteran has been cheated, this committee will appreciate 
receiving those sworn affidavits as to just what transpired in the trans 
action. 

Mr. Davis. As I say, things which have transpired between me and 
veterans throughout the fiel d are strictly oral. There has been noth- 
ing presented officially. 

Mr. Ayres. It is for that reason that we are not going to permit 
anyone to call names here in an open hearing. But we are interested 
in having the affidavits filed with the committee. 

Mr. Davis. I promise you that if I can get anybody I know of to do 
such, they will be filed. Of course, you cannot force a man to do that. 

Mr. Ayres. Because it is rather ridiculous, if we have a program 
functioning whereby the veteran, through hidden costs and unethical 
operations, is paying five, six, or seven hundred dollars over and above 
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the actual value of the house, when perhaps if we brought everything 
up on top of the table he would be actually getting a better deal. 

I presume you are familiar with the fact that on a 20-year loan, on 
the average, that loan is paid off in about 8 years on a national basis. 
So when we calculate the interest rate over a 20-year period, there 
are very few loans that run that long. So the actus al dollars and cents 
involved in the veterans’ program—and that, again, is what our com- 
mittee is trying to find out—it may be that he is spending more money 
and getting less than would be the case if there were a higher interest 


rate. That is what we are trying to determine. 
Thank you very much. I hope you do find it possible to be here this 
afternoon. You may have an opportunity to hear some testimony 


that is somewhat different from yours. 

Is there a representative of the Disabled American Veterans 
present ¢ 

Will you state your full name and official position with the organ- 
ization you are representing, and your address, please ¢ 


STATEMENT OF BERNARD SOUTHARD, NATIONAL SERVICE OFFI- 
CER, DISABLED AMERICAN VETERANS, REGIONAL OFFICE, 
CINCINNATI, OHIO 


Mr. Sournarp. My name is Bernard Southard, S-o-u-t-h-a-r-d. I 
am the national service officer for the Disabled American Veterans, 
stationed at the regional office here in Cincinnati, 290 Sixth Street. 

Mr. Ayres. Just a moment, before you continue. I think in all fair- 
ness to our recorder, who has to take all this down, we ought to have 
at this point a 5-minute recess. 

(Short recess. ) 

Mr. Ayres. Will you proc eed ? 

Mr. Sournarp. We are, of course, primarily interested in the dis- 
abled veteran in connection with his loans, and our operation here 
in the southern part of Ohio in connection with these loans has been 
fairly successful. 

It was mentioned about the lack of loans, and, of course, there is a 
lack of loans, regular housing loans, because the lending institutions, 
of course, hesitate to make these loans at 4 percent, and the direct loans 
are, of course, delayed for a long time because of the lack of funds. 
There is insufficient money to meet the demands for direct loans. 
And we find that the VA office here in Cincinnati holding the loan 
guaranty has been reasonably prompt in the processing of these loans 
when the money has been available, so on that score we certainly have 
no complaint against the action on the part of the VA. 

There has been much said about the handling of these loans. For 
instance, on construction it is nearly impossible to obtain a construc- 
tion loan in this particular area as the contractor doesn’t care for the 
GI loan on that basis, because he is anxious that his money be made 
immediately available as the different processes of building are com- 
pleted. He doesn’t like to wait for the added appraisals. And on 
the appraisals, in general, we have had a few complaints, but not 
many. And I know in the case of the complaints that we have checked 
individually we have found the appraisal was reasonable. In my 
judgment, if the appraisal should be a little out of line, I would rather 
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see it on the conservative side than I would too high because, after all, 
the appraisal for this particular type of loan is for the protection 
of the veteran who wants to buy a home, which is probably one of the 
biggest ventures that he would make in his life. 

‘With reference to the rate of inter ‘est, the 4-percent interest, we 
believe that the 4-percent interest is adequi ite when you consider the 
security behind these loans. I know that these large insurance com- 
panies have been to my home asking me to accept loans, and they even 
advertise that they will make loans at 4 percent because their risk is 
so light. Their appraisal, for the loan, is ordinarily about half of the 
value of the property, which is about the same as the GI loan risk. 

And it might be added, in this connection, that when a disabled 
American veteran negotiates a loan, a GI loan, and that is approved, if 
anything should ever happen, that it is necessary to foreclose, and 
have the property put up and sold, every dollar lost will still be paid 
by that disabled veteran. His compensation is held up until all of 
that indebtedness is liquidated. 

So, with that security, I would say it is equivalent to the best 
United States Government bonds. And I know United States Govern- 
ment bonds do not pay 4 percent interest. 

Now, in connection with the disabled veteran, it might be said that 
if he defaults on the loan through some reason or another, and there 
is an overpayment charged to him by the Government, he has the right 
to go to the committee on waivers and have special consideration. 
That iscorrect. But he is not encouraged, and he is not even definitely 
advised of that right, and if he is advised and takes advantage of that 
right, the committee on waivers and forfeitures is required to hold, 
No. 1, that the veteran is without fault. You can’t do that very well. 
You might in some cases. 

Also, to collec that money, they might hold against equity and good 
conscience. So, in the majority of cases where there is a default of a 
disabled veteran, that is colletted from his compensation, 

So, considering all those factors, it would appear to me that the 4 
percent interest for that type of investment is certainly adequate, and 
my own organization nationally insists, at their convention, that we 
never endorse a rate in excess of 4 percent for this type of loan. 

Mr. Ayres. You have not taken any position along the lines that 
the disabled veteran should be given consideration as he is in some 
fields on a preference basis ? 

Mr. SourHarp. As far as our national organization is concerned, 
we have not. But I personally feel this. For instance, in your direct- 
loan program now, you specify certain areas, certain counties, as 
having a need, because there is no money available for those. But in a 
big metropolitan area like the city of Cincinnati, or Columbus, or 
areas of that kind, they will not apply the direct loan. 

Well, oftentimes there is no money available in these cities, and 
particularly if it is a disabled veteran. 

You see, there are lot of factors when you negotiate a loan for a 
disabled veteran. The lending institution, rightfully so; I don’t blame 
them exactly. But they will say, “How much does he earn? What is 
his capability ? Ifheis disabled, what does it mean? Is it permanent? 
Is it something that is going to progress ¢” All of those factors are 
taken into consideration, which makes it doubly hard for him to make 
a loan if he has a severe disability. 
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Mr. Ayres. The point I was getting at: In your organization, you 
are not contemplating pushing for a preference system to the civil- 
service setup ¢ 

Mr. SourHarpb. Oh. no. sir.. No, si 

But to finish that, 1 was going to say that the direct-loan arrange- 
ment could be extended to even the metropolitan areas, or to be used in 
cases where the disability, the handicap, of the veteran, is a factor in 
the loan. I think that could be, and I think it would solve that type 
OT Case, 

Mr. Ayres. We do not get into that in our particular phase of it 
now, but vou have raised an interesting point. 

We ths ank you very muc h. And we extend the same invitation to you 
to be here this afternoon. 

Mr. Sournarp. We have another representative from our national 
headquarters, Mr. John Delaney. 

Mr. Ayres. Mr. Delaney? Will you state your name and address ? 


STATEMENT OF JOHN P. DELANEY, NATIONAL SERVICE OFFICER, 
NATIONAL HEADQUARTERS, DISABLED AMERICAN VETERANS 


Mr. Devaney. My name is John P. Delaney, national headquarters, 
Disabled American Veterans. Iam the national service officer. 

| appreciate this op portul uty, Mr. Ayres, to appear at this hearing. 
I jus st recently came back from Louisville, Tuesday. in the process ot 
a GI loan. Some of the gentlemen here present, I think, know me. 
The GI bill has been a pet peeve of mine since my discharge from 
World War ILI. 

As you have heard before, our organization is opposed to the Ll, 
percent interest rate, which we understand is being lobbied for now. 

Mr. Ayres. I would like to correct you on that p®int. There has 
been far more lobbying to keep it at 4+ percent than there has been to 
increase It. 

Mr. Devanry. Well, we definitely hope so, Mr. Ayres. 

This being our national headquarters in Cincinnati, we get numerous 
requests, telephone calls: “Where can I get a GI loan?” We took it on 
ourselves to more or less make a little investigation relative to what 


banks were making GI loans at 4 percent. I know, because I was 
interested myself. There were no banks that were making 4 percent 


loans. for the reasons you have heard here before, that it wasn’t good 
business. 

Mr. Proury. Could I interrupt you there? Have any of those 
banks that you know of been making 4 percent loans in the past ¢ 

Mr. Detaney. Inthe past’ Yes; they have. 

One of the main reasons was that they were not making any money 
on the interest rate. 

Mr. Ayres. I think we have pretty well established that point. Now 
what we would like to have from you briefly is, having established the 
fact that they are not making the loans and that they are saying they 
cannot make them at 4 percent, ra that the direct loan program is 
out of money, what do you propose be done to get the veteran a house ¢ 

Mr. Detanry. That is a very hard question, Mr. Ayres. 

Mr. Ayres. We certainly appreciate the hardness of it, but we want 
your opinion on it. 
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Mr. Devaney. Out of this committee investigation. I hope some- 
thing is going to be done on behalf of the veteran. Along came recu- 
lation ae which kept several veterans who had downpayments, when 
GI loans were available. from obtaining GI loans. because of the 
large downpayment. After regulation X went out, there were no 
loans available at Hy, percent. 

It is very discouraging tome. Ido not have an answer. 

Mr. Ayr s. W ell, do) ou find this true, among the veterans that you 
have talked to? I do not mean to inject personalities into this, but 
due to the nature of my own personal business, | have lone a lot of 
credit selling. And I find very few people who are buying some- 
thing on time ever asking you what the interest rate is. It is: “How 
much is the downpayment, and what are my monthly payments, and 
how many do f have to make?” 

Now, do you find the veterans asking you, that vou deal with? 

Mr. De.anry. In some cases, yes, Mr. Ayres. 

Mr. AYRES H. WwW Can l vet a “00 { hom . for SOO a month ¢ 

Mr. De_tanry. That is the question, 

Mr. Ayrrs. Is that not th e question you get most 4 

Mr. Devaney. That is the question. 

Mr. Ayers. Do you find actually many of them coming to you and 
saying, “I would buy that house and pay $60 a month payments, but 
I am not going to pay any 414 percent interest rate” ? 

Mr. Detanry. In many cases, yes. 

Now, through the mandates of our convention, through the repre- 
sentatives of the various State departments and chapters, we went on 
record : as opposing the ee to 114, pe reent. We feel that money 


is available, with the $7,500 guaranty. ‘That is good business. teres 
the majority of — cada Slane now are veterans, and if this is 
to be established at 4 percent, I believe the lending Seeman as 


well as the building and loan institutions = clio would open up 
to this, if it were established at a set percentage 

Mr. Prot ry, If these institutions have been lending and they have 
ee it is a matter of record—a considera ble amount of money at 

t percent, they ap} arently ficured it was good business at that time, 
but do not now. lf they convinced you they could not operate on a 
f percent interest rate basis now. but could on a 414 percent, and that 
money would again be available for GI housing, what would your 
personal opinion be ? 

Mr. Deanery. My opinion would be to keep it at 4 percent. If 
we went to 414 percent, maybe that year or two they would want 5. 

Mr. S0NIN. | appreciate that answer you ju t wave. You heard 
Mr. Prouty asking a question of one of the witnesses here about under 
the table transactions, certain discount items that have entered into 
Gil mortga | 
individuals, and actually the veteran at this moment, where those 
deals are taking place, is pay ing a greater Interest rate than 4 percent 
right at this moment. 

Mr. Detaney. In some cases, yes. 

Mr. Provw1 Now. if we continue, if the rate is to be continued at 


rine, the methods of circumventing certain payments to 


t percent, an at the veteran needs a home, are we supposed to encourage 
these underhand dealings? 

Mr. Detanry. No, you shouldn’t. I would like to deviate here, 
Mr. Avres, if I might. I have been one of the veterans who has been 
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most unfortunate in obtaining a GI loan until recently, and through 
the grace of God, I got a GI loan here in Cincinnati. 

Mr. Ayres. How much downpayment ? 

Mr. Devaney. Well, it is not the customary 5 percent. I had to 
pay approximately 29 percent down. 

Mr. Ayres. Did they tell you that they would only consider the 
loan on the basis of the larger downpayment ¢ 

Mr. Devaney. Well, there are a lot of rules of thumb there to be 
considered. And I think it is not only in the lending institutions but 
in some cases it is in regard to the red tape and all that is tied up 
with the Veterans’ Administration. 

I do want to congratulate, and not only congratulate but commend 
the Veterans’ Administration here in Cincinnati. They have done a 
wonderful job as far as getting the loans through after a lending in- 
stitution has been found. In some cases they have gotten them through 
in 14 days, and that is a fact. I want to thank you, Mr. FitzGerald, 
| your staff, for doing that. 

They got one on mine through that did meet the appraisal, by reason 
of the fact that it conformed with the requirements. 

As the previous speaker said, some of these are out of line, and some 
are not. Of course. I could have paid $200 or $300 and got this house. 

Mr. Ayres. You were fortunate in having the downpayment. More 
power to you for having it. But our problem is to find out what we 
can do with the fellow who does not have the downpayment. 

Mr. Devaney. I don’t think you can do it. 

Mr. Ayres. If we cannot do it, we are wasting an awful lot of time 
and taxpayers’ money holding these hearings, because that is what 
we are out to find. 

Mr. Detaney. I don’t agree that this is a waste of taxpayers’ money. 

Mr. Ayres. We are confronted with that problem, as you appreciate. 

Mr. Devaney. I appreciate that Congress is authorizing you to 
proceed with this investigation. I think it is going to show a clear 
picture to the taxpayers as to what we veterans are up against now. 

Mr. Ayres. Then, as one last remark, after these hearings are com- 
pleted, and all of the testimony is compiled, and is sent out to you, 
as an officer in your organization, and hundreds of other interested 
parties, you will keep an open mind on it and review the testimony 
and let us know your views as to what you think, as an individual, 
we should do, based on what we have been able to find? You will 
do that ? 

Mr. Devaney. Yes, sir. We are abiding by the mandates of our 
national convention. But I am most certain this will be brought up 
this year, as it has been in the past, on this interest rate. 

Mr. Ayres. Thank you very much. 

Mr. Devtangy. Thank you very much for giving me this privilege 
to appear. 

Mr. Ayres. There is a commander of the American Legion here, 
who wishes to speak out of order, I understand, not as the commander 
of the Legion but as an individual. 

Is that correct? 

Mr. Yowr.u. That is correct, sir. 

Mr. Ayres. Will you state your full name and your connection? 


an 


Jae 
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STATEMENT OF JOHN L. YOWELL, CINCINNATI, OHIO, COMMANDER, 
FOURTH DISTRICT, THE AMERICAN LEGION 


Mr. Yowr.u. John L. Yowell, Y-o-w-e-l-l, 2702 Edroy Court, Cin- 
cinnati 9. I am cammander of the fourth district of the American 
Legion. 

Mr. Michaels has already presented the Legion’s official viewpoint 
on this question, and I would like to add only one thing to that at 
this time. | 

The time-honored rehabilitation policy of the American Legion has 
always been that it seeks no preferment for any man by reason of 
his service in time of war, but it does insist that the Government 
recognize its obligation to place that man on an equal basis economi- 
cally and physically with his civilian brother who did not serve. 

The Legion sponsored and in fact wrote most of the Serviceman’s 
Readjustment Act of 1944, which contains the GI-loan program. 

One of the factors which was considered at that time was the fact 
that returning veterans would not be able to compete in the market 
for what we knew would be a short housing situation. In order to 
equalize that point, the program of a guaranty of 50 percent of the 
amount of a loan to a veteran was set up so that he might compete 
with his civilian brother who had been able to accumulate a down 
payment of 50 percent during the time he was working, while the 
veteran was serving Uncle Sam. 

There was no intention at that time, in my opinion, to give the vet- 
eran a break on the interest rate. Any man who had a down payment 
of 50 percent could,obtain a 4 percent mortgage loan in 1944 and 1945. 

I am certain that had the going-rate been 5 percent or 6 percent 
at that time, the GI bill would havé provided for interest on GI loans 
at 5 or 6 percent. Otherwise, the bill would have been set up in some 
other way. Possibly they would have said that the interest entirely 
would be paid by the Government, as they are paying all the overhead 
on the National Service Life Insurance. Or they would have said 
that it would be a nominal interest rate of 2 percent, or something. 

But when they fixed the rate at exactly the going rate of interest 
a that time, it is my opinion, considering the Legion’s rehabilitation 
policy, that there was no intention to give the veteran a break in 
interest rate at that time. Whatever breaks he got were in allowing 
him to enter the housing market with little or no down payment, and 
to compete with civilians for the housing that was available. 

Mr. Ayres. In other words, you are following the line of reasoning 
that was brought out in the debates in Congress at that time, that the 
veteran was entitled to a chance to buy the home for a small down 
payment ? 

Mr. Yowe.u. That is correct. 

Mr. Ayres. And his ability to pay interest rates was not considered 
a preference. 

Mr. Yowe tt. He was to pay the same rate that anybody else would 
have paid, having the same down payment or guaranty, one equaling 
the other. 

Mr. Ayres. Would you care to offer an opinion, with you having 
such firm convictions as to what it was, and being an officer, a high 
officer, in the Legion—would you care to offer an opinion why their 
position, as an organization, is so different than yours! 








686 INTEREST RATE AND DOWN PAYMENT ON GI LOANS 


Mr. Yowetn. I believe Mr. Michaels made it plain that the Legion 


has taken no position at this time. 


We are in between national conventions, when policy is established 
for the next year. 
\ special committee, headed by Milo Werner, a past national com- 
mander, has been appointed to study the problem. ‘That committee 
will report at the May executive committee meeeting. Until we get 
a report from our special committee or until the national organization 
adopts a resolution one way or the other, the Legion has not taken 
a definite stand. 
Mr. Ayres. In your judgment, are there many leaders in the Legion 
ts] , 


vho the position individually as you do? 

Mr. Yowrens. I believe there are. I know that there are resolutions 
on the way up, recomme! ding that the inter st rate be int reased to 
114, perce t. I do not know what action will be taken when they reach 


tate nd natin al conventio 


Mr. Bonry. Mr. Chairman, I would just like to deviate from the 


( ( i tyre d of yiie 0 ad l vel he re. 
\ n officer of t (me n Lemon, have you heard many com 
plaints throughout this particular district of faulty construction of 


;momes or 9} out the quality of the he mes 4 
r. Yowetn. No, I have not. 


fr. Ayres. Mr. Patterson? 
fr. Parrerson. No questions, Mr. Chairman. 
ir. Ayres. Thank you very miich for your clear and concise state- 
ment. I trust that you, like the others, when this testimony is com- 
pleted, will give us the benefit of your personal judgment as to what 
should be done. 

There is a gentleman here from the Seabees. 

Will you state your name and address and affiliation ? 


STATEMENT OF J. BERT KANILLE, CINCINNATI, OHIO 
Mr. Kanitir. J. Bert Kanille, K-a-n-i-l-l-e, 1214 Sliker Avenue, 


Cincinnatl. 
To qualify the remarks that I am about to make, I would like to 


yuality vy position in it. Up to last July, I was a representative of 
the carpenters, serving in two and a half counties here. The carpen- 


ters’ organization at that time, at the close of the war, took in any man 
that Wa a Ca penter and Col | prove his mechanical qualifications as 
i h. W ithout an initiation ree, on his honorable discharge. We had 
quit i few of them here in town. 

| tried to help, na lot of in stances, these fellows get loans, GI loans. 
lL know of none of them that were able to obtain a GI loan on a con- 
struction. Many of our people build their own homes, or would have 
if they could have gotten that loan. It seemed to be almost an im- 
possibility to do that. Many of them, I appreciate, went into buying 
a home with insufficient moneys. That is, they contemplated it. And 
t was impossible to get. But the consensus of opinion of the men 
that I have talked to, around, as I] say, the two and a half counties, led 
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me to speak to my fellow officers of the Seabee veterans of America at 
our various executive board meetings. And there seems to be a con- 
sensus of opinion on this question: that, particularly around here, if 
the amount of moneys loaned, in the aggregate, the number of loans, 
and the number of GI loans, were taken into consideration, and the 
number rejected, and the numbers that the various banking and loan- 
ing institutions were handling, there seems to be a strong opinion that 
you would find, in a very large number of cases, that these institutions 
only loaned enough or made enough loans, you might say, for just a 
token proposition. 

I am appreciative that the cost of living has gone up since 1945 
appreciably. Bankers have got to live. 

Mr. Ayres. Just out of curiosity, what was the carpenter's scale 
in 1945? 

Mr. Kanitie. If my memory serves me right, when I came back, it 
was around $2.35. You are picking a bad basis there, because we 
didn’t get very many increases. 

Mr. Ayres. What is it now? 

Mr. Kane. It is $2.60 now. 

Mr. Ayres. You were paid $2.35 around here in 1945? 

Mr. Kanitiz. Around that. I can check that. 

Mr. Ayres. I would like to have you check it. 

Mr. Kanvinie. I can check it and give you those figures later on this 
afternoon. 

Mr. Ayres. What is the plumbing scale here / 

Mr. Kanitie. That I don’t know. 

Mr. Ayres. Could you get that for us also? 

Mr. Kaniiax. | could get you the building trades rates, I believe. 

Mr. Ayres. If you could get the building trade rate for 1945 and 
for the present time, we would like to put those in the record. 

Mr. Kanitte. I believe I can obtain them, if I can see a man at noon 
after I leave here. I will try. 

We are appreciative that costs have gone up, and the average veter- 
an feels that way. So the loaning institutes have got to make a 

So if it is necessary to increase these rates, after a survey, then in- 
crease them. But the average veteran feels that the Governme ate as 
has been said here before, invested a lot of money ina lot of plants and 
rented them for a dollar. 

They don’t want any special privileges, the average fellows don’t, 
but they feel that because of their service they were told they were 
entitled to it. And many of them feel as though they are not getting 
what is their birthright under your law. 

Mr. Ayres. Then I presume we are safe in assuming the same thing 
in your case, that after the hearings are completed and you get the 
complete testimony, you will give us the benefit of your opinion 

Mr. Kanitie. I will be happy to, sir. Thank you for the oppor- 
tunity. 

Mr. Ayres. We will stand adjourned, then, until 1:1 

(Whereupon, at 11:45 a. m., a recess was taken until 1:15 p. m., 
this same day.) 


AFTERNOON SESSION 


Mr. Arres. We announced that we would recess until 1:15. It is 
now 1:15. We will continue with the hearings. 
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For the benefit of those of you who may not have been here this 
morning, we will repeat again that it is not the purpose of this com- 
mittee to harass or embarrass any of the witnesses. We are here seek- 
ing information regarding the GI housing program, both from the 
direct-loan point of view and the guaranty ‘loans. 

If there are questions that seem “somewhat embarrassing or pointed, 
I assure you the members of the committee are asking the questions 
seeking the information that is so vital to us in st to pass the proper 
legislation in connection with the GI housing program. 

lo my left is Congressman Bonin, of Pennsylvania; to my extreme 
right, Congressman Prouty, of Vermont; next to me, Mr. Patterson, 
counsel for the committee; and I am Bill Ayres. 

We have a delegation here this afternoon from Dayton. 

Mr. Drake, are you here at the present time ? 

Will you state your name and address and the association you are 

fliliated with ? 


STATEMENT OF MELVIN R. DRAKE, DAYTON, OHIO, APPEARING 
ON BEHALF OF THE DAYTON REAL ESTATE BOARD 


Mr. Drake. Melvin R. Drake, Dayton, Ohio, 1904 Brown, Dayton 
teal Estate Board. 

I don’t know just exactly how to go into this. I represent a couple 
of builders in Dayton, and I know through our board that this exists. 
Weare trying to sell to veterans, but we cannot secure 4 percent money. 
We did have it for a while. We were paying to different places a per- 
centage to be able to secure a loan. We would sell them for 95, and 
sometimes we would get them through for 96, and also the veteran was 
paying | pe rcent to secure a loan. a I figure that with what they 
were paying, it was running over 414 percent interest, if you figure it 
out over a period of years. I “ta an average GI loan on 20 years 
will run about 8 to 10 years, and you figure $400 = 5500 that he pays 
in penalties to secure a loan, and it is going over 414 percent on that. 

Our trouble right today is being able to secure a ones institution 

hich will grant us GI money, or say that they will lend us GI money, 
— it we can start our building program this spring. 

Under the Veterans’ Administration now, I think there is a ruling 
that you have to have your inspections to sell housing to GI’s, and we 
can't even get FHA financing. And if we don’t get that, we are just 
out of the market, as far as FHA or VA is concerned, on the low down- 
payment. That has been our trouble through the Dayton area 

Mr. Ayres. What is the minimum downpayment that they are ac- 
cepting on FELA’s now ¢ 

Mr. Drake. Our minimum downpayment on FHA—we have been 
able to get somewhere around 10 percent of the selling price, $1,500 
being about it, right along, on that. And on our GI, we have been able 
to get 10 percent down and as low as 55 percent, paying our penalty. 

Mr. Ayres. What is the going interest rate on FHA ? 

Mr. Drake. It is 4144 plus 4%. That is what your interest rate is on 
FILA, which figures out at about 434 percent, on that. 

Mr. Ayres. Well, are you having any difficulty getting FHA 
inoney ¢ 
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Mr. Drake. We cannot get FHA money, because they claim the 
paper work on FHA is such that it costs them more to make an FHA 
loan than it doesa GI loan. I mean, that is what our understanding is. 

Mr. Ayres. Well, if the money was available, is there a demand for 
the houses ? 

Mr. Drake. We have a tremendous demand for houses under GI. 
I will give you a little instance. We had 38 houses in one area, and 
we put them up for sale on January the 3d of 1953, of this year, and 
those houses were sold out January the 20th. We sold every one of 
them. 

Mr. Ayres. And you were able to get loans on those ? 

Mr. Drake. That is right. 

Mr. Ayres. What was the average downpayment / 

Mr. Drake. The average downpayment was a thousand dollars, on 
an average. Some of the GI’s paid $3,000 and $4,000 as a downpay- 
ment. 

Mr. Ayres. What price house? 

Mr. Draxe. They were $14,375 and $15,375. That was the price 
house we have had. 

There is a project there in which we are trying to build, say, 75 more 
houses, and we are not able to secure a GI loan on those. And in an- 
other area, we have another section of a hundred houses, on which we 
have been trying to secure GL loans, and we have been unable to with 
GI or FHA, 

Mr. Ayres. Is the new home market more competitive than it was 
a year ago? 

Mr. Draxe. It is. I will say ~~ Paps are getting more for your 
money today than you were a year ago. I am speaking of our area, 
through Dayton. 

Mr. Proury. Is there a tendency on the part of the VA appraisers to 
appraise these homes at less than fair market value 4 

Mr. Drake. Well, I will give you an instance in which they did. 
We put a price on it and figured a fair profit on just this one project, 
which I was referring to. I will tell you where it is. It is up in 
Vandalia, Ohio. And we put aprice on the one house, which was sell- 
ing for $13,375, or $15,500, and we got a GI appraisal back of $13,375. 
And on the $15,375, we had a $16,500 price on it, and we got back the 
VA appraisal on it, and they told us the reason they cut us was that 
they thought the demand was not there. I mean, that was the reason. 
So they came back, and they gave us a 2 percent increase on the same 
house. And we went ahead and sold them. When we came out, we 
figured it out, we had made $75 a house, believe it or not. 

Mr. Proury. Are you on friendly terms with the appraiser? 

Mr. Drake. T hatisright. Westillare. Wesellthe houses. That 
is one thing. As long as you are making a profit, you are making 
money, regardless of what the profit is. 

Mr. Ayres. Mr. Bonin? 

Mr. Bonin. Are there any direct loans out in your area? 

Mr. Drake. None that I know of. 

Mr. Ayres. Any other questions / 

Thank you very much, Mr. Drake. 
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I might add that as far as the real-estate boards are concerned, we 
have received 74 affidavits stating their position, and included amongst 
those was your board in Dayton. 

Ralph Sh: arpe ¢ 

Will you state your name and address? 


STATEMENT OF RALPH T. SHARPE, DAYTON, OHIO, PRESIDENT, 
MONTGOMERY COUNTY BUILDERS ASSOCIATION 


Mr. Suarre. My name is Ralph T. Sharpe, Dayton, Ohio, 1844 Litch- 
field Avenue. 

I am president of the Montgomery County Builders Assoc lation In 
Dayton, Ohio. We have prepared a statement that we think will cover 
in ceneral our opinions. 

New home construction for the veteran in the Dayton metropolit: in 
district is almost completely lacking. Only a small percentage of the 


starts planned this year are being directed toward the veterans. This 
stems from two reasons. 
One is lack of financing under the VA program, and discourage- 


ment on the part of the builders in finding their way through the maze 
of paper work and rules under which they are requi ired to build. 


i 


The Montgomery County builders have found little mony available 


for the so-called GI loans. The only money now being turned into the 
GI loan field j In our area 1s pli iced the reas an acc cmanrodatinnd 
Institutions allocate some GI loans as a means of obtaining business 
or strenethe ning business relations already made. ‘The major share of 
their money is placed in p ropositions more attractive than 4 percent 
loans. It is the ASSOC] nt belief that pe rmission to raise the interest 


rate on these loans above 4 percent would attract money to this 
arene: 

We have no specific recommendations as to the rate, but it would be 
sufficient to interest investors. 

iD ui ally detrimental to the housin; g progrs am is the present ope ration 
of the VA Loan Guar: anty Secticn. This is not meant as a criticism 
of the VA at the local level. The President and the Congress have laid 
down in theory a well thought out program and one suited to the needs 
of the veterans. The execution of the plan has been poor, in our opin- 
ion. The program bogs down between Congress and the local office. 
The office here is beset by lack of sufficient help and a mounting burden 
of rules and regulations. 

At the present time, only two persons are processing loan applica- 
tions in this area, one of the busiest of the building areas in the coun- 
try. The processing runs 5 to 5 months behind. Completion of the 
paper work takes much longer than the construction itself. 

Every move of the local official is under constant control at the 
Washington level. The local official cannot make decisions fer him- 
self. If he does, he must fear criticisms and reprisals from Washing- 
ton. This adds to delay and causes dissension, where harmony is 
needed most. 

There is a tendency to add and add to specifications and require- 
ments. Many of the rules are not only not understandable to the VA 
fieldmen, but even to our experienced builders. 

We therefore have two recommendations to increase veterans hous- 
ing: to raise the loan interest rate to a point where it is attractive to 
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the investor, and to give the local VA office more help and more control 
over its own inspection and efliciency of operation. 

Financial experts say the interest rise will help. We know the local 
offices of VA can depend on the integrity of the builder. 

We have proof of that. Recently a general request was made to 
lending institutions in Dayton for complaints against builders so that 
our association could investigate them. No complaints were registered. 

This occurred a little over a year ago, where we had rumors coming 
into our association that there were some complaints against VA hous- 
ing, and we decided to go on our own to the local building and loan 
associations and others asking them if there were, because if so, we 
would like to know about it, so that we could investigate it on our own 
initiative. 

We believe these recommendations can be carried out to the satisfac- 
tion of all persons concerned with the veterans’ housing. 

Thank you. 

Mr. Ayres. Mr. Prouty? 

Mr. Provry. You feel very definitely, then, that if the interest rate 
is increased, more money will be available to lending institutions in 
the local area ? 

Mr. Suarpr. I think so, yes. 

Mr. Proury. That isall Thad. 

Mr. Ayres. Mr. Bonin. 

Mr. Bonin. Mr. Sharpe, you state that there is an awful lot of red 
tape involved in these loans. Now, we have had testimony before 
where lending institutions claim there is not too much red tape in- 
volved in them. 

Mr. Suarrr. I don’t know about the lending institution. I don’t 
know what they gothrough. Asa builder, I can only speak for myself 
and the others of us that experienced the same thing. The exhibits are 
endless. 

They furnish us, as a matter of information, a pamphlet, which tells 
us all the things that are necessary, which we must do. For example, 
if I were not building VA housing, or if I were not building FHA 
housing, I could be well under way in a period of a few weeks. By a 
few weeks, I mean 3 or 4 at the most. 

With the information that I must obtain, which we would as a mat- 
ter of course, put in anyway, it takes us a period of 4 to 8 weeks 
to get it together at a minimum. Now, I personally have been trying 
to get together a good bit of information for a project that 1 am 
building, or preparing to build, and I have been working over 10 weeks 
now to get together a lot of information that must be furnished. For 
example, if the city building department or the county building de- 
partment requires certain things, then we have a different set of speci- 
fications which go into the other. So we have to prepare one set for 
one group, and another set for another group. 

Mr. Bonryn. You further testified also that there are entirely too 
many regulations coming out of Washington into the district offices 
and the regional offices. 

Mr. Suarre. That is right. 

Mr. Bontn. Would you be of any help to us in trying to inform the 
committee how this redtape can be eliminated ? 
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Mr. Suarpe. Well, in general, most of the staff here locally, or in 
any district, have as a general rule qualified personnel. They have 
good engineers and are -hitects sitting in there. 

Mr. Ayres. Could you speak just a little bit louder? 

Mr. Suarpre. Yes. 

Those people are very well qualified in their own particular field. 
Now, if we have to have just number after number after number of 
exhibits, which a good man in this office can sit down and look over 
and determine on his own, whether that is good or bad, I think it 
would eliminate a terrific amount of redtape that could be gotten out. 
Now, before they could process it, they have got to checklist every- 
thing off to make certain that the "y have received everything, in order 
that they may proceed. They don’t want to be going through part way 
and then have to hold uP the processing of it, and set it over here, 
while they wait until the builder gets the balance of it to them. 

Mr. Bontn. Are you familiar with the fact that some of these regu- 
lations are required because of the attitude and the conduct on the part 
of builders? 

Mr. Suarre. I am. 

Mr. Bontn. The Washington area, for instance. Why, they were 
putting up buildings, out there, selling the ‘m to veterans, that required 
some action on the part of the Veterans’ Administration in order to 
give a little bit of protection to the home buyer. 

Mr. Suarre. My only feeling is this, that if there is more burden 
put on to the builder, he will feel like getting withdrawn from the 
program. 

Mr. Ayres. I notice the figures given us by the local office of the 
Veterans’ Administration. In Montgomery County there were 228 
guaranteed loans made in the last 14 months, and in Butler, a smaller 
county, you had 412. Have you any opinion to offer as to why the 
percentage is so much higher in the smaller county ? 

Mr. Sarre. I don’t know. I haven’t any idea. I know that, I, 
fortunate ly, was able to get some myse lf las t year, and I would say 
10 of those applications are my own. But if you will remember, I 
mentioned here something about an accommodation of the mortgages. 
I am of the opinion that they actually gave me a hand, because our 
sales on FHA were so poor that they were giving us a hand to get 
out of trouble. 

Mr. Ayres. Well, would you care to estimate the number of homes 
that there would be a demand for, that is, GI homes, if the loans were 
available, in Montgomery County ¢ 

Mr. Suarrr. That is Just like shooting in the dark, but I will take 
a guess, the same as anybody else. I would say we are building, in 
the Montgomery County area, somewhere in the neighborhood of 4,500 
units a year, maybe 5,000, And I would say that we should be able 
to get anywhere from a thousand to possibly fifteen hundred and 
maybe even more. Because in the experience that we have had, the 
GI is not interested in the interest rate. He is mostly interested in, 
“What do I have to put down, and how much do I pay a month?” 
Those are two factors that we find every day in our selling. 

Mr. Ayres. You stated a little earlier that the market is more com- 
petitive now than it was a year ago. 

Mr. Srarre. That is right. 
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Mr. Ayres. If there should be no increase in the GI program, do 
you think the building market will become even more competitive ? 

Mr. Suarre. I expect it would. 

Mr. Ayres. Then when we receive the testimony that the primary 
interest of the builder in this is to get easy loans, because the market 
is shrinking, you would more or less have to agree that the building 
industry needs ashotinthearm. Is that right? 

Mr. Suarrr. That is right. 

From the first of the year, our building program, from the figures 
leased by the city and county there, in the Dayton area, have dropped 
15 percent already. What they will be, I don’t know. I personally 
am gearing myself to the possible sales that I can get. 

For example, last year—I am speaking personally: -we were roll- 
ing along at a pretty good clip, and we had 27 houses completed and 
only 6 sales. And through my good fortune in getting VA, I sold 
out our entire program for the year. 

Mr. Ayres. Of course, the thing that we have to keep in mind is 
that the intent of the law was to provide homes for the veteran and 
not to adopt a policy to make it better for the builder. 

Mr. Suarre. That is right. I am not saying that it is for me. I 
know it is for the veteran. But you are asking me what is my opinion 
as to what will raise the available money to interest more loans in 
our area. 

Mr. Ayres. Then, following that same line of reasoning and realiz- 
ing that perhaps the law of supply and demand would be reached on 
it, your contention is that the GI would get a better home if the market 
is tight and if the money is available and all of you builders are build- 
ing houses and you are going to have to be competitive / 

Mr. Suarrr. That is right. 

Mr. Ayres. Thank you very much. 

Mr. Suarre. You are welcome. 

Mr. Ayres. We will continue with those witnesses from Dayton. 

Mr. Robert Spurrier ? 

Will you just state your name and address and who you are asso- 
ciated with, Mr. Spurrier ? 


STATEMENT OF ROBERT L. SPURRIER, EXECUTIVE SECRETARY OF 
THE LEAGUE OF INSURED SAVINGS AND LOAN ASSOCIATIONS OF 
DAYTON, OHIO 


Mr. SPurRRIER. My name is Robert L. Spurrier, 823 West Riverviey 
Avenue, Dayton 7, and I am executive secretary of the League of i. 
sured Savings and Loan Associations.of Dayton. 

This League of Savings and Loan Associations in Dayton is com- 
posed of eight savings and loan associations having combined assets of 
approximately $141 million. These financial institutions last year, 
1952, accounted for about 45 percent of the total volume of home mort- 
gages recorded in Montgomery County. 

It is not my purpose here today to recommend or to argue for or 
against any specific changes in the veterans’ home loan program. 
However, I appreciate this opportunity to try to explain or describe 
for the committee the GI loan situation in Dayton, particularly as it 
applies to the savings and loan business. 
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Since the passage of the Servicemen’s Readjustment Act, in 1944, 
our savings and loan associations have played a leading role in advis- 
ing veterans on their home-financing problems, and in aiding them 
to purchase homes through the granting of loans. 

During the past 6 years these associations have made 3,181 loans 
to veterans for a total amount of $24,553,000. 

GI loan activity reached its peak in the year 1947, when the associa- 
tions made 1,183 loans for $8,445,000, In 1951 they made 245 GI loans 
for $2,161,000. And in 1952 they made only 65 GI loans for $628,000. 

The decline in GI loan volume during the past 2 years does not mean 
that these financial institutions have any prejudice against loans to 
veterans. Instead, I think it reflects a change in financial policy which 
was necessary to meet changed conditions in the broad money markets. 

As you know, the interest rate on GI loans has been held to 4 per- 
cent, while the rate of return on other types of investments has shown 
a marked rise. In just the past 2 years, for example, corporate bond 
yields are up about 18 percent, municipal bond yields up about 26 per- 
cent, and Treasury bond yields up about 20 percent. 

In order to meet this competition of increasing rates and to attract 
savings funds to be used in home financing, our savings and loan asso- 
ciations in Dayton raised their dividend rate from 2 percent to 2% 
percent per annum. 

Now, on the surface, it might seem to some pe ople that associations 
paying 21% percent for their money should be able to make substantial 
volume of loans at 4 percent. However, any careful analysis of over- 
all savings and loan operation shows that such a policy would be 
unsound and not in the best interests of investors. 

It should be recogni ec that a soclations are mutual organizations 
and must serve 2 groups: The borrowers and the investors. They 
must balance the interests of these 2 ee They cannot serve the 
best interests of investors if they place all of their investment funds 
in home mortgages. A part ot thei ir padeitanenil funds, s say h percent, 
must be held in cash which vields no return. Another portion of their 
funds. say 15 percent, must be held in Cheverninins obligations of 
varying maturities, which might yield an average return of 2 percent. 
Then the ren under of their 
at various rates of interest. 

Keeping these facts in mind, it is interesting to look at the combined 
oper: ating ficures of these e ight associations for the vear L952. 

For every $100 of investors’ funds held during 1952, the associations 
had a gross income of $4.63, which was distributed as follows: 


unds can be loaned out to homeowners 


For dividends - _. $2.50 
Operating expense 1. 61 
To reserves an i le A a . 52 

Total an 4.63 


Now, when you add the dividend of $2.50 plus operating costs of 
$1.61, it gives a total of $4.11. In other words, for every $100 of 
investors’ funds received the associations should have a return of 
more than 4 percent, in order to meet just the dividend and operating 
costs, without leaving anything to be placed in reserves. While it 
is admitted that these figures are averages based upon combined 
figures of eight institutions, it seems to be gvood evidence of the rea- 
sons why associations are not making any great volume of GI loans. 
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I feel sure that these savings and loan associations regret that they 
are no longer in a position to play their former role in the veterans’ 
housing program. They know, however, that their situation in this 
regard is rather general throughout the country and is not peculiar 
to Dayton. Their 8 years of experience with GI loans has proved 
to them that the veteran is a good credit risk, and he has established 
an excellent record for loan payments. 

I might say that I happen to be a veteran of World War IT, and 
as I talk to other veterans, and get reports from our loan counselors, 
it seems that in practically all cases the matter of interest rate is not 
the veteran’s primary concern in his housing problems. He is mainly 
interested in getting a loan so that he can buy a home with monthly 
payments that he can afford and fit into his family budget. 

These associations now hold $18,364,000 in GI loans, representing 
about 18 percent of their entire mortgage portfolio. They would like 
to continue to serve veterans and aid them in acquiring a home of their 
own. However, it is my opinion, based upon conversations with sav- 
ings and loan management, that they will not have very much 4-per- 
cent money available under present conditions during the year. If 
the rate were raised to 414 percent there would be a considerable 
increase in GI loans made by associations. 

The veterans’ home loan program has been a great achievement in 
this country. It has encouraged home ownership—one of the impor- 
tant safeguards of our American liberties. 

And our savings and loan associations—whose main purpose in 
our economic life is to encourage and finance home ownership—would 
like to be in a better position to more actively participate in the pro- 
gram of helping the veteran toward the goal of debt-free home 
ownership. 

Mr. Ayres. Mr. Spurrier, we appreciate the fine statement you have 
made explaining your position. 

How do you feel about the direct-loan program ? 

Mr. Spurrier. Well, Mr. Congressman Ayres, I think that is some- 
what of a matter of personal philosophy as to the role of Govern- 
ment in business. The question that would bother me, as an individ- 
ual citizen, is: Where do these programs start, and where do they 
end? I do not know whether you can pick out one phase of economic 
activity, except perhaps under extreme emergencies, and say, “We 
are going to help this group on this particular thing, and then help 
another group on another particular thing.” 

Personally, I have never been able to see where you can develop a 
consistent philosophy when you start out on that. 

Mr. Ayres. You are familiar with the counties in this area served 
by the Cincinnati office that are eligible for direct loans, I presume? 

Mr. Spurrier. Yes; I am. 

Mr. Ayres. Did you think, based on your experience in the savings 
and loan field, that if the interest rate should be raised to 414 per- 
cent, these institutions in the smaller communities would be interested 
in accepting the guaranteed loans? 

Mr. Spurrter. I really have no facts on that. I am more familiar, 
sir, with the 8 institutions in Dayton. I really can’t speak for those 
outlying areas. I think perhaps a program could be worked out 
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whereby, if the veteran finds that he can’t get the loan, the financial 
institutions and the veterans’ organizations might cooperate a little 
more actively and see if we can’t get him a loan somehow. I really 
cannot authoritatively speak for the outlying associations. 

Mr. Ayres. If the interest rate should be increased, would your 
organizations cover a larger territory geographically ? 

Mr. Spurrier. Well, by law we are only permitted to loan 55 miles 
from our home office. And we do go outside the city limits. 

Mr. Ayres. Well, if you went out 50 miles, you would take in about 
4 counties that are now direct-loan counties. 

Mr. Spurrier. I can’t speak authoritatively on that. I think that 
they have no prejudices against going out a little farther. They are 
not now lending just in Dayton. They loan outside, in Montgomery 
County. I don’t think it would be a big thing. I don’t think they 
would be in a position to do much of that. 

Mr. Ayres. But you are definitely convinced that the GI guaran- 
teed program cannot be continued at the present rate / 

Mr. Spurrier. Well, of course, right now our associations are mak- 
ing a few GI loans. It would be absurd to say that they just can’t 
possibly make a 4-percent loan, because we are making some. But as 
far as any substantial volume of GI loans is concerned, I don’t think it 
is, to use the vernacular, “in the cards,” under the present conditions. 
Because interest rates, after all, are the price of money. They are 
determined not by any small group of people. They are determined 
by broad market forces, and by Government activity, too, in some 
instances. 

And I think that the facts will show that when our dividend rate 
was 2 percent, we were making a substantial volume of GI loans, or at 
least our fair share of them. And when we went to 214 percent, it 
immediately reduced the number which we were making. 

Mr. Ayres. Mr. Prouty ? 

Mr. Prouty. Percentagewise, what downpayment are you requiring 
on the loans you make? 

Mr. Spurrier. We have made so few, I have made no studies on that. 
When we did a big volume, I did make some studies. But I have 
always felt, and the associations have felt, that the downpayments 
and long terms, were a matter of individual analysis. 

When we were actively engaged in making GI loans, we made a hun- 
dred percent loans for the full length, full maturity, and we made 
some others on which we required a 20- or 25-percent downpayment 
with less than full maturity, in order to get it into the GI’s budget. 

Mr. Prouty. You said last year, 1952, you had one hundred and 
sixty-some-odd loans. 

Mr. Spurrter. 1952, sir. Sixty-five loans. In 1951, 245; in 1952, 
65 GI loans. 

Mr. Proury. Now, supposing that the interest rate were increased 
to 414 percent. How much would that increase? I know that is a 
guess. 

Mr. Srurrter. Well, I just can’t tell. We made $628,000. I do 
add this for management: That they would make a substantially 
greater proportion of their loans in GI’s if the rate were raised. 

Mr. Proury. And with the 414-percent rate, would the downpay- 
ment be less than it was, too? 
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Mr. Spurrter. I think it would be; yes. 

Mr. Ayres. On that point, Mr. Spurrier, would it be feasible to 
place in legislation that you could not ask for a larger downpayment ; 
that the veteran would have the right to make it if he wanted to, but 
you would not be in a position to require it ? 

Mr. Spurrier. Well, I think you usually have to look at the overall 
picture of the veteran, not only of his downpayment position, but also 
his age, his family position, ‘and his prospects for future earnings. 
And certainly one objective is not to just get the veteran a home but to 
see that he has a good probability of being able to make those pay- 
ments. And cert: tinly you do the veteran no justice in the long run ii 
you overburden him with a debt. 

Mr. Proury. If a veteran has a $5,000 annual income, and he is rea- 
sonably certain that that can continue, how much can he afford to pay 
for a house ¢ 

Mr. Spurrier. Well, the old standard rule, sir, is 24% times his 
annual income. And our studies showed, several years ago, that that 
was not too far off. But there, again, ‘there are family considera- 
tions, and whether the wife is wor king, and that may change it. And 
then, too, if he has saved his money, he can afford maybe a better 
home than if he hasn’t saved some money. 

Mr. Ayres. You have FHA loans, too? 

Mr. Srurrier. Our association makes FHA loans, yes. 1 don’t 
have the record on that. 

Mr. Ayres. Is there less redtape in processing FHA loans than 
VA loans? 

Mr. Spurrier. I don’t think I am in a position to comment on that. 
I will say that from what I hear from our associations, I hear no 
criticism of the processing procedure in either one. It is longe r, yes, 
in making the conventional loan. And I am sure in remote cases they 
run into some snags and some lags. 

Mr. Ayres. Mr. Bonin? 

Mr. Bonin. No questions. 

Mr. Ayres. We certainly appreciate your coming down, Mr. Spur- 
rier, and giving us the benefit of your views. 

We heard testimony here this morning that in essence said that 
not you as an individual but the lending institutions as a whole did 
not know what they were doing; that they were holding out for more 
money. We also heard testimony that if the Congress made up its 
mind and said definitely that there would not be an increase, many 
of you gentlemen would be interested in taking more 4 percent loans. 

Do you think that lending institutions are de liberate ‘ly holding back, 
waiting for a decision to be made by the Congress ? 

Mr. Spurrier. My opinion is that in Dayton the associations are 
not holding back awaiting any decision of Congress, because they 
really haven’t talked too much about it until this hearing came up, 
from the conversations I have heard. 

Mr. Ayres. To your knowledge, have there been transactions in 
the last few months with an escalator clause stating that should the 
rate be increased prior to the completion of the house or completion 
of the final inspection, the loan would be closed at the higher rate? 

Mr. Spurrier. I think that is permitted, but I am quite sure that 
we are not using it. 
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Mr. Proury. What effect would an increase in the VA loan pro- 
gram, in the interest rate of the VA loan program, have on the interest 
charged for conventional loans? If that rate is up, would the conven- 
tional loan rate tend to go up, too? 

Mr. Spurrier. I would doubt it, sir. After all, competition is going 
to determine most of these things. Five percent seems to be about 
the going rate on conventional loans, and competition, I think, is 
going to probably hold it around there. 

Of course, we are in competition not only among ourselves, but 
with insurance companies and with commercial banks and with others. 
Mr. Ayres. Thank you very much. | 

Since Mr. Spurrier referred to insurance companies, it might be 
fitting to have Mr. Fletcher be heard at this time. 

Will you state your name and address and business connection, 
Mr. Fletcher? 


STATEMENT OF C. C. FLETCHER, REGIONAL MANAGER, PRUDEN- 
TIAL INSURANCE CO., INVESTMENT DEPARTMENT 


Mr. Fiercuer. My name is C. C. Fletcher, regional manager for the 
Prudential Insurance Co., investment department. 

I might state, Mr. Ayres, that I am not speaking for the Prudential 
Insurance Co. nationally. I know something about their national 
policies, but not all of them. I can speak with a little authority about 
our territory, which covers the southern half of Ohio, West Virginia, 
and Kentucky. We deal with three VA offices. 

I have no particular statements to make. I would be glad to 
answer questions. 

I would like, however, to point out what I think were some errone- 
ous statements made this morning. One statement, repeated many 
times, was the fact that the veteran’s 4 percent rate as established 
initially was a subsidy to the veteran, and I don’t think that was true. 
I think the going rate at the time the veteran’s program was started 
was 4 percent. 

I know we were making many, what we call, conventional loans at 
4 percent. That was the going rate. And I think that can be very 
easily established by just checking the records, or many other ways. 
Because the going rate at the time this was established was somewhere 
near 4 percent. And there certainly has been a change since. 

I think that is indicated somewhat by the experience on rates of 
loans that we have made. And I think our decreasing volume of GI 
loans—incidentally, we are still making them; we are making VA 
loans. We never have been out of the market completely. 

In 1950, 20 percent of all our residential loans were VA loans. In 
1951, it was down to 12. Last year it was about 9. 

Expressed in dollars, it was $6 million in 1950, $2,600,000 in 1951, 
and a little over $2 million in 1952. 

Mr. Ayres. Those figures you have just given us were the guaran- 
teed loans ¢ 

Mr. Firrcuer. Those were the guaranteed loans also, yes. 

Mr. Ayres. Have you also been buying some direct loans? 

Mr. Fiercuer. No, sir. All these loans were loans that were origi- 
nated by the Prudential Insurance Co. We have not bought any by 
assignment 1n our area. 
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Mr. Ayres. You have not insisted that the veteran has to buy a life- 
insurance policy in order to get the loan ¢ 

Mr. Fiercuer. No, sir. 

Mr. Ayres. That has been brought out in some of our testimony. 

Mr. Fiercuer. Most insurance company commissioners would not 
stand for that. In Ohio they wouldn't. 

Our operation is entirely separate. ‘There is no relationship. Our 
offices are separate, and our policies are made separately. 

Mr. Bonty. Do you have a separate policy out here from what exists 
in Newark, N. J.¢ 

Mr. Fiercuer. Of course, any national company has broad national 
policies. There are differences in what you might call policies among 
the different offices. For instance, in our territory we continued with 
the GI loan straight through, with a lesser volume, because we had 
a rate structure to maintain. Competition, I think, pretty well de- 
fined how interested the different offices were in GI loans. We stayed 
in, but at a continuing reduction in amount. 

Mr. Ayres. You think the change in the market, then, justifies the 
half a percent increase ¢ 

Mr. Fiercuer. Well, of course, we, as you know, are an insurance 
company. We have a twofold responsibility, not only to make good 
loans, but to make loans that are to the best interests of some 28 mil- 
lion policyholders, many of whom are veterans. Therefore, we have 
a responsibility to get as good a rate as we can with safety; as we 
would not be serving the policyholders of the company unless we did 
act as good businessmen. 

As I pointed out a minute ago there has been a gradual change in 
rates since the program started, and that exactly explains our reduc- 
tion in interest in GI loans. 

For instance, the mortgages we have approved in January and 
February of this year, around $5 million, 1 would say—the average 
rate of conventional loans, excluding GI and FHA loans—these were 
the regular Prudential loan made without any Government guaranty 
in January, 4.67, and in February, 4.69. And I think we are probably 
below the going rate here if we take into account building and loan 
associations at all. 

Mr. Ayres. Well, on those loans, you have got a substantial down- 
payment, of course ¢ 

Mr. Fiercuer. Yes, sir. Those were loans where the owner’s 
equity varied from, oh, I would say, 50 percent. I would say the 
average was a 35 percent equity, a 35 or 36 percent equity. 

Mr. Ayres. There would have to be a terrific drop in the market 
for you to lose anything, even though it isn’t a guaranteed loan. That 
just is not good business. 

Mr. Fiercuer. That is right. 

I would like to point out that there were several statements made 
this morning that you could not lose with a VA loan, because it was 
insured. Actually, only a portion of the VA loan is insured, as you 
gentlemen know. Also, there is no absolute insurance that you will 
get a refund of all your foreclosure costs and all those items. So it 
is not a comparable investment to a Government bond, for instance. 

Mr. Proury. What is the FHA interest rate ? 

Mr. Fiercurr. The interest rate to the borrower, which is what 
you are interested in, I presume, is 414. I mean the lender. The bor- 
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rower pays 434, because there is a half of a percent that goes to the 
FHA as an insurance fund against losses. 

Mr. Provry. That is a hundred percent, is it not? 

Mr. Fiercner. Well, it is not a hundred percent guaranty. There 
is this difference: The Veterans’ Administration pays you their 
guaranty in cash. The FHA pay their guaranty in bonds, which 
bear, I believe, 234 percent. So you have no assurance you are going 
to get cash back. > exchange a 434 percent investment for a 234, 
percent investment if you get into neceil 

Mr. Ayres. What is your position on the direct loan program, Mr. 
Fletcher? 

Mr. Fiercner. Well, in most anything I would say on that, I think 
I would be accused of selfish interest. I don’t believe that the direct 
loan program is generally necessary, unless it might be used in the case 
of a veteran who was physic ally handiec: apped by reason of his war 
services, and did not have a job and for some reason was not getting 
the per sion that they norm: ally do get. There might be some small 
sector of the lending field there that could be covered by direct lending. 
There are a good many lenders that do cover small towns, large towns, 


cover the waterfront more or less. Most small towns have building 
and loans and banks. I haven't observed any area where, if the rate 


was right and the security was right and the borrower had an income, 
sufficient in the judgment of the lender to pay the loan, they had too 
much trouble getting it. 

Mr. Ayres. Well, if the rate should be increased to 4% percent, 
would your company be in a position to service loans in those counties 
that are now design: ited as direct-loan areas ? 

Mr. Furrcuer. Oh, yes. Of course, we have some general policies 
that might conflict there.. I would say if you had a house that was 
mislocated at a crossroads, where it did not appear that it could be 

resold if you got into trouble with it, that loan might be rejected, but 
us to the size of towns, we will go into small towns as well as large 
towns. 

There are, I suppose, some securities, some homes, that do not meet 
the usual standards set by building codes and cities, and all, that 
would have a little hard time finding financing. But certainly the 
average new homes that are built today, I don’t think you would have 
much difficulty. You might with a really old house that did not have 
modern plumbing and all. There might be some diffie ulty there. But 
I think building and loan associations gener: ally cover that field. So 
that if the rate was right, funds woul | be available for that. 

Mr. Proury. We have found in rural areas that it has been very 
difficult to get loans. In fact, in some States, particularly in the 
South, no loans were made exce pt on the direct basis. 

Mr. Fiercurr. I think that could be possible. 

At the outset, I said I was only speaking about our territory here. 
I would expect that in the South, ‘there would be some localities where 
that would be true: although I would think that the banks would be 
a factor there. Of course, the banks generally, in the smaller towns, 
have loaned at about 6 percent. That has been the going rate, I would 
say, in the towns that you mention. 

Mr. Proury. I think that is true. 

Mr. Fiercuer. And the 4 percent rate, of course, isn’t too attractive 
to them. 
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Mr. Proury. What sort of service charges or closing charges do 
you have in connection with your loans? 

Mr. Fiercuer. Initially, back when the program started, so far 
as the loan itself was concerned, we had no service or closing fees, other 
than out of pocket expense; that is, the title, the examination of the 
title, recording of the mortgage, and recording of any other papers 
involved in connection with the loan, was made by the borrower, 
because we had no service charge, as such, that we collected. If we 
made a construction loan, and we were required to send out men on 
the job a number of times during the course of construction, the max- 
imum we ever charged for that was a half a point on the loan. 

Now we are making a service charge of | percent. 

Mr. Provry. Of 1 percent? 

Mr. Fietcuer. Yes, sir. 

Mr. Proury. And that would bring it up to what? 

Mr. Frercuer. Well, it depends, of course, on whether you are 
making a construction loan. Our company has been pretty conserva- 
tive about these fees. We do not like them very well. They present, 
no matter how just they may be, I think you gentlemen can realize, 
a hazard to good public relations. Nobody likes to pay fees. We do 
not like to collect them. We would much prefer a fair rate, what we 
considered a fair rate. Ora competitive rate; put it that way. We 
will leave the word “fair” out. A competitive rate, and no fee. It 
would prove less embarrassing for us to handle. 

Now, answering your question, if we make a construction loan now 
and collect 21% percent of the amount of the construction loan, which 
is permissible, ' you bring this up to somewhere near 414 percent. And 
if you will investigate, [ think you will find that many of the GI loans 
now being made, when you take into account the fees being paid, and 
assume that the life of the loan will be about 7 years, which has been 
our experience, you are already at a 414 percent rate. That is what 
it is costing the bank. And it is costing him out of pocket expense 
rather than paying it monthly, which makes it doubly hard on him. 
It aggravates this downpayment situation you gentlemen mentioned, 
too, because that has to be paid in cash. 

Mr. Bonin. Mr. Fletcher, what assurance could we have that the 
practice of attaching these fees and costs would be eliminated if the 
interest rate were put up to 414 percent ¢ 

Mr. Fuercuer. Well, I could go back to VA regulations. The VA 
regulations now limit those fees. You could put further limitations 
on them. I perhaps shouldn’t speak for all lenders, but for us, 1 would 
say if the rate was 414, I don’t see any reason for any fees, other than 
for construction loans, where they have to send personnel repeatedly 
on the job. But certainly for just the loan itself, 1 would think com- 
petition would take care of that. I think the veteran himself would 
be just as well off. 

Mr. Ayres. On the construction loan, you are speaking of the in- 
spection you would have to make yourself to protect your interests ? 

Mr. Fiercner. That is right. And as to the veteran, of course, we 
try to avoid taking the responsibility to see that his house is built 
right. But you can’t completely avoid it. We have an interest in it, 
and we want to see it is built right, because it is security for our invest- 
ments; so we are on the job every week or so inspecting it to see how 
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the builder is coming along and whether he is building it in accord- 
ance with the plans. 

Mr. Proury. You do not rely on the VA? 

Mr. Fiercner. No. We appreciate the help, but we rely on our 
a 

Mr. Ayres. What has been your experience as to the length of time 
the aver: age 20-year loan is paid off in? 

Mr. Fie ronuer. Our experience has been approximately 7 years, 
Of all the loans that have been paid off in our office since 1950, the 
residential loans, it is about 6 years. But I think the national average 
of om company is around 7. Houses are resold; they are refinanced ; 
many things | Happen. So that is a little bit of an error, to say, aS Was 
mentioned this morning, that an increase of a half a point on the sum 
mentioned would cost him $600. It might if he kept the loan on the 


books for 20 years, but that is not the average time that it is on the 
books. And he is actually paying out in cash, now, for these fees, 


about that difference anyway. Competition is inclined to level these 
things off, and I think these fees that are coming into the picture now 
are merely an adjustment of this 4 percent interest rate. 

Mr. Ayres. You know, of all the testimony that we have had on 
this, not only this year but last year, we have never found, Mr, Flet- 
cher, a veteran who bought a house in 1946 with a small downpayment, 

percent interest, who sold it in 1951, doubling his money—we have 
not had one come back and say, “I think I owe this to the Govern- 
ment.” | Laughter. | 

Mr. Fiercner. I expect that is very true. However, that has re- 
peatedly happened. 

Mr. Ayres. It has been a very good deal for the fellow who got in at 
that stage of the game. 

Mr. Fiercner. That is very true. And there are some veterans 
who bought these smaller houses who have built up an adequ: ite 

mount of equity due to their payments and due to the increase in 
value, who are selling now and buying a house that more nearly suits 
their needs. And they do have a pretty fair downpayment now. 

Mr. Ayres. Many of the veterans have brought out that point, 
that the house they bought when they got back, maybe having one 
child, they now find is a little small, and if we got this turnover going, 
there would not only be more homes but better homes and perhaps the 
whole economy would be bettered. 

Mr. Fiercuer. I think that is the whole answer to the situation. 
We must realize that with our present high material and labor prices, 
and all, you can’t build houses that will suit the needs of everyone. It 
appears to me it is somewhat like the used-car market, where a man 
buys a used Ford, and in 4, 5, or 6 years he buys himself a little better 
car and he builds his way up as he grows older and his income in- 
creases. And I think the same solution is in the house market, if 
we keep building at the top of it and giving a new, modern home. 

Mr. Ayres. We certainly appreciate your excellent presentation, 
Mr. Fletcher. 

Mr. Fiercner. Thank you. 

Mr. Ayres. We have a gentleman who was here this morning that 
I have talked to, who has been the guaranty loan officer, I believe. 
The gentleman who is retiring? 

Mr. Corrr. Yes, si 
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Mr. Ayres. I think maybe this would be an opportune time to have 
you answer a few questions that have come up, if you will state your 
name and position. 


STATEMENT OF WILLIAM M. COFFIN, LOAN GUARANTY OFFICER, 
CINCINNATI REGIONAL OFFICE, VETERANS’ ADMINISTRATION 


Mr. Corrix. My name is William M. Coffin. I have been loan guar- 
anty officer for the past 7 years and over, and I am retiring at the end 
of this month. 

Mr. Ayres. Mr. Coffin, you have been here since the hearing started 
this morning, and, having had the experience you have had, I think 
the committee would be very much interested in your opinion as to 
what the veteran seeking a home today is most interested in. You 
have probably talked to thousands of them in your experience here. 

Mr. Corrix. Well, as I think was indicated by the chairman this 
morning in his closing remarks of the session, perhaps the average 
veteran is interested most in, “When can I get this house that I want, 
and how much will it cost me a month ?” 

In other words, “Will the monthly cost be within my capacity to 
carry it?” 

The questions of the downpayment and the interest rate are col- 
lateral tothat. They all have a bearing on it, however, as to what the 
monthly payment will be, and whether or not the total situation is 
within the capacity of the veteran to meet. 

Mr. Ayres. But based on the experience that you have had here 
over the past 7 years, and being as close to the operation as you were, 
do you feel that when the program was first initiated, the interest rate 
was one of the benefits that was considered a benefit to the veteran ? 

Mr. Corrrn. I think that the purpose of the act was very well stated 
in the original statement made this morning by Mr. Johnson. Its 
purpose was to enable veterans returning from the war without any- 
thing, and needing perhaps to get readjusted—in fact, that was the 
stated purpose of the act—to get readjusted in civilian life, to do so 
under the most favorable terms. I think during the first 2 years it 
lad just that effect. 

I am inclined to think that the interest rate, which was then put in 
the law, was the going rate at that time. And in those earlier years, 
[ think that the “required down payment—I say “required” on the 
part of the lender; there was nothing stated in the act directly about 
it—but the implication was there, that t there was to be little or no down- 
payment. I think the downpayment was very minimal in those earlier 
years. When I say “earlier years,’ I mean through 1946 and well into 
1947. 

I know that in those earlier years, some lenders mentioned to me 
that they thought it was wise to have the veteran make some down- 
pe ayment as an evidence of the fact that he had something of his own 
in the property, had an interest of his own in it, rather than getting 
something absolutely for nothing down at all. 

Mr. Ayres. Then are you in a position to say that in your optsion 
the diminishing market in GI homes is due to the low interest rate? 

Mr. Corry. I wouldn’t say that entirely, sir. This problem is a 
mixed one. Whether or not a given veteran can get a given loan on 








704 INTEREST RATE AND DOWN PAYMENT ON GI LOANS 


a given property from a given lender at a given time involves many 
considerations. According to that chart you had here, at the end of 
World War II, the lending associations by and large had plenty of 
money that they wanted to put out. The returning “veterans created 
a demand, which the builders couldn’t meet except under very stringent 
regulations, because there were priorities on their ability to get ma- 
terials with which to buy new housing. All of those influences tended 
to focus the furnishing of and the making of loans to veterans, and 
turning housing over to veterans, because they were a prime risk. They 
were the prime demand. 

Mr. Ayres. Do you think, if the interest rate is increased, there will 
be a number of GI’s who will seek homes, that perhaps have not done 
so to date? 

Mr. Corrirn. There, again—— 

Mr. Ayres. In other words, you are not of the opinion that the 
market is saturated. Or are you? 

Mr. Corrry. This curved line, Mr. Ayres, goes up and down. The 
situation sort of drifted out at the end of 1947. Then came the demand 
for more, and prices began going up. Priorities were lifted, as you 
know. By the time we came to the beginning of 1949, our volume had 
drop yped down to where it was very low. The lenders had invested 
their surplus to an extent. The Congress had passed the law, in early 
1948, making possible an increase in the interest rate, and it stood that 
way. The interest rate alone is the least consideration, in my judg- 
ment, Mr. Ayres. 

There is the question of what type of loan the veteran can carry 
throughout a reasonable period. The amortization period, which the 
lender wants, is a factor. The downpayment which he can or must 
Le required to make is a factor. If you increased the interest rate— 
that is your point, I believe—will that help the veteran get the house ? 
That one thing alone, I am not prepared to state to you, sir, would ac- 
complish that purpose, alone, unless it is some way keyed to all the 
other things; namely, the downpayment required, the setover against 
the veteran’s ability to meet the downpayment, and the length of time 
over which it is to be paid. 

Now, a veteran’s entire credit risk—it might be entirely proper to 
justify, say, the purchase of a $10,000 property, a rather cheap prop- 
erty as things 270 now, in the cities, at least, that is, as a good property. 
With the minimum down payment, 5 percent, $500, if he can pay it 
over 20 years, whether it can be a 20-year loan or not, the builder will 
want to know the economic life of that property. 

Is it an old house, or a new house? I know some of the national 
lenders have a policy, or I think they have, that they are not interested 
in houses over 15 years old. I am just giving you the impressions 
that I have had. 

Now then, to say that the interest rate alone—it is not for me to 
say, but unless it is keyed to the whole picture. 

Mr. Ayres. We certainly thank you. You say you are retiring 
at the end of 30 days? 

Mr. Corrin. At the end of this month, sir. 

Mr. Ayres. Then you are no longer obligated to the policy of the 
policy of the Veterans’ Administration in Washington 
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Mr. Corrtn. I don’t know, sir, that I am. I am obligated, yes, 
until the end of this month, but I don’t know whether I am in dis- 
agreement with it. I don’t know in total what the policy is, except 
that statement given this morning, and I am in agreemeent with that 
statement. 

Mr. Ayres. What I was getting at: If we send you a copy of our 
complete hearings, then you would be able to advise us, as a private 
citizen, based on the experience you have had as a loan officer ¢ 

Mr. Corrin. I will be glad, sir, to be of any assistance I can, either 
in my public or private capacity, si 

Mr. Ayres. You shall hear mus us. 

Thank you. 

Mr. Proury. I have one question. 

What would your attitude be toward extending the direct loans in 
areas now restricted? In other words, you mentioned certain limi- 
tations as to the availability of money right now. Is it your opinion 
that the Federal Government should get into the direct-loan program 
on a larger scale than at the present time ¢ 

Mr. Corrin. I think, sir, that that point was pretty well covered, 
both by the chairman of the committee and Mr. Bonin over here this 
morning. It involves too many considerations for me to give an 
offhand opinion on it, Mr. Prouty. 

But there have come demands from nondesignated areas, the metro- 
politan areas, stating that they couldn’t get loans for the direct-loan 
basis. Well, if you are going to go into that, you are going to go into 
the situation that was described this morning. 

If you don’t mind my digressing, there comes the question of : What 
is the demand, after all? What is the den.and for veteran housing? 

I should like to suggest that we add to that: What is the effective 
demand? For instance, a figure was given this morning as to the 
total number of requests or inquiries about the direct loans in our 
designated areas, as nearly 2,000, of which a certain figure had been 
initially rejected that had been canceled for primary ineligibility, 
and 13,072 blanks had been sent out which had not been heard from. 
Let us drop that for the moment, and go to our last report. It showed 
a total for the whole period, of applications that had come back, of 
something over a thousand, say, 1,036. Well, of that number, 300 
plus, fully a third or a little bit more had been rejected or withdrawn 
for some reason or another because they did not qualify. 

So, after this total number of inquiries or requests is boiled down 
to what might be an effective demand, it might be a different picture. 

Mr. Ayres. Thank you very much. 

Mr. Corrrn. Thank you. 

Mr. Ayres. Mr. DeLaittre? 

Will you just state your name and capacity ? 


STATEMENT OF EARLE DeLAITTRE, EXECUTIVE VICE PRESIDENT, 
HOME BUILDERS ASSOCIATION, CINCINNATI, OHIO 


Mr. DeLarrrre. My name is Earle DeLaittre. I am executive vice 
president of the Home Builders Association of Greater Cincinnati. 

With the knowledge that you men were coming to Cincinnati to 
look over the veteran situation, and at the request ‘of our association, 
I have attempted to get some naked opinions for your people, from 








706 INTEREST RATE AND DOWN PAYMENT ON GI LOANS 


all sides of this picture. Unfortunately, I was not here this morning, 
and some of this material may be duplicated. The Cincinnati En- 
quired, through its real-estate editor, Ralph Weiskittel, volunteered 
full cooperation, and we have run a series of statements and requests 
for information in the Enquirer. 

I am submitting herewith a number of these personal opinions that 
have been cleared. We asked each of the individuals who sent in an 
opinion, for permission to turn this matter over to your committee. 
These I am submitting to you. 

(The material referred to is as follows:) 

To Home Builders Association of Greater Cincinnati: 
You are hereby authorized to give my opinion to the Ayres subcommittee. 
Wa. G. Ripe ine. 

WHat’s Your Opinion? 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost nonexistent? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnatti and the real-estate department of the Enquirer have prepared a list 
of questions that are most common among builders and veterans. 

All persons connected with the building industry, as well as veterans who have 
purchased a home or are planning to do so, are invited to answer these questions 
and mail their replies to Parle DeLaittre, Home Builders Association, 907 Union 
Trust Building, Cincinnati 2, Ohio. 


Have you, as a builder, constructed any veterans’ housing? How many units 
and in what price range? _____~_- 


Did you encounter any difficulties or irregularities in building these homes? 
If so, what? 


As a builder, what is your personal opinion of your dealing with the veteran 
housing market? 


As a veteran, what were your personal experiences in buying or attempting 
to acquire a home approved by the VA? They were not very good. We at- 
tempted to buy a home in Milford for $11,500 and after a wait of 2 months 
they finally appraised it for $10,500. The appraiser would have gladly raised 
his appraisal if we would have graced his palm. While we were waiting for 
the appraisal we tried to find someone who would take a VA loan, and after 
about a dozen tries we finally found someone who would take the loan, but only 
as a personal favor. The majority of people won't even consider you with a 
VA loan 

Will you please tell me why it is impossible to buy a home unless you have a 
small fortune. We have $1,500 to invest in a home and no one will consider us. 


What period of time was involved in negotiating the purchase of a VA-approved 
home? , 


Comments 


Wrat’s Your Oprnion? 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost non- 
existent? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real-estate department of the Enquirer have prepared a list 
of questions that are most common among builders and veterans. 
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All persons connected with the building industry, as well as veterans who 
have purchased a home or are planning to do so, are invited to answer these 
questions and mail their replies to Earle DeLaittre, Home Builders Association, 
907 Union Trust Building, Cincinnati 2, Ohio. 


Have you, as a builder, constructed any veterans’ housing? How mgny units 
and in what price range? 


Did you encounter any difficulties or irregularities in building these homes’ 
if so, what?_ 


As a builder, what is your personal opinion of your dealings with the veteran 
housing market? ate 


As a veteran, What were your personal experiences in buying or attempting to 
acquire a home approved by the VA? Contacted endless number of banks—all 
refused to handle—was prepared for 20 percent down; still am 

What period of time was involved in negotiating the purchase of a VA- 
approved home? The past 6 weeks. Still negotiating. 

Comments: Was told to secure three refusals in writing—have two—will 
secure a third, then contact VA. 


Werrat’s YouR OPINION ? 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost 
existent ? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real estate department of the Enquirer have prepared a list 
of questions that are most common among builders and veterans. 

All persons connected with the building industry, as well as veterans who 
have purchased a home or are planning to do so, are invited to answer these 
questions and mail their replies to Earle DeLaittre, Home Builders Association, 
907 Union Trust Building, Cincinnati 2, Ohio. 


non 


Have you, as a builder, constructed any veterans’ housing? How many units 
and in what price range?_-_ 


If so, what’?__-- é aie 


As a builder, what is your personal opinion of your dealings with the veteran 
housing market? 


As a veteran, what were your personal experiences in buying or attempting to 
acquire a home approved by the VA’? It seems as though no banks care to 
handle a veteran’s home offer to interest rates. I know, I’ve been trying for 6 
months. 

What period of time was involved in negotiating the purchase of a VA-approved 
home ?___- 


Comments. This city is one of the worst in the country for this matter 
Compared to World War No. 2 veterans “us boys don’t stand a chance.” 

As a veteran of this war and also World War No. 2 I did not buy when I came 
out in 1945. But the way things look today, I guess I did wrong. But I have 
ulso served in this Korean conflict. So, I come under the GI bill of rights to 
purchase a home again. I’ve tried to, believe me, but the banks in the city 
just won’t even talk to you about it. The downpayments are outrageous and a 
low-income man, such as myself, is, well, I guess just lost. I’m glad to see 
someone is at least trying to open things up for fellows such as myself 

Here's hoping you all the luck in the world. 
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WuHat'’s Your OPINION? 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost nonexistent? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real estate department of the Enquirer have prepared a list of 
questions that are most common among builders and veterans. 

All persons connected with the building industry, as well as veterans who have 
purchased a home or are planning to do so, are invited to answer these questions 
and mail their replies to Earle DeLaittre, Home Builders Association, 907 
Union Trust Building, Cincinnati 2, Ohio. 


Have you, as a builder, constructed any veterans’ housing? How many units 
and in what price range? 


Did you encounter any difficulties or irregularities in building these homes? 
If so, what? ’ Seatac eee . ra siete 
As a builder, what is your personal opinion of your dealings with the veteran 
housing market? i casstpseesoanteniamtis 


As a veteran, what were your personal experiences in buying or attempting to 
acquire a home approved by the VA? I ama veteran now waiting to buy a home 
but every real-estate agent handling these homes refuses to even try for a VA 
loan. If you can give us any information on where to try for one we will be very 
grateful. 

Enclosed find a self-addressed envelope. I hope to receive an answer to our 
problem. 





WHAT's Your OPINION? 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost nonexistent? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real estate department of the Enquirer have prepared a list of 
questions that are most common among builders and veterans. 

All persons connected with the building industry, as well as veterans who have 
purchased a home or are planning to do so, are invited to answer these questions 
and mail their replies to Earle DeLaittre, Home Builders Association, 907 
Union Trust Building, Cincinnati 2, Ohio. 

Have you, as a builder, constructed any veterans’ housing? How many units 
in what price range? Yes; 265 houses, counting this year. Price range about 
$13,000 to $13,800, present average. 

Did you encounter any difficulties or irregularities in building these homes? 
If so, what? Zoning problems are a major factor to hinder this size lot in 
Eastern Hills. Other difficulties just normal everyday problems. 

As a builder, what is your personal opinion of your dealings with the veteran 
housing market? We have a good competitive house to offer. The major present 
problem is GI financing. We often consider dropping VA programs entirely. 


As a veteran, what were your personal experiences in buying or attempting to 
acquire a home approved by the VA? 


What period of time was involved in negotiating the purchase of VA-approved 


Comments: We have spent considerable time and money in having our Home 
Acres subdivision approved for GI loans. Now we can’t get the GI loans without 
paying as much as $300 a loan at some institutions. For 50 houses this would 
amount to $15,000. Also the veteran must pay up to 1 percent. 





Wuat’s Your Opinion? 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost non- 
existent? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real estate department of the Enquirer have prepared a list 
of questions that are most common among builders and veterans. 
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All persons connected with the building industry, as well as veterans who 
have purchased a home or are planning to do so, are invited to answer these 
questions and mail their replies to Earle DeLaittre, Home Builders Association, 
907 Union Trust Building, Cincinnati 2, Ohio. 

Have you, as a builder, constructed any veterans’ housing? How many units 
and in what price range? Not a builder. I’m a veteran and have purchased a 
new home utilizing my certificate of eligibility. 

Did you encounter any difficulties or irregularities in building these homes? 
If so, what? Basically very good construction. However feel that Veterans’ 
Administration inspector ought to check interior as well as exterior before and 
after finishing. 

As a builder, what is your personal opinion of your dealings with the veteran 
housing market? Tough. But I’m most thankful for it’s too high and kept 
me from buying some of the garbage now on market which I might have bought 
due to necessity. 

As a veteran, what were your personal experiences in buying or attempting 
to acquire a home approved by the VA? Had one place reject, but felt okay 
about it after I got report. Getting lender was a little tough but once things 
broke everything went smooth. 

What period of time was involved in negotiating the purchase of a VA-ap- 
proved home? Didn't notice any pinch due to Veterans’ Administration red 
tape. Service in about 2 weeks. 

Comments: Disappointed in water from roof being spilled on driveway instead 
of in gutter. Was supposed to get sidewalks but this meant walk from house 
to driveway—no walk in front of house. 


Wrat’s Your Opinion? 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost non- 
existent? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real estate department of the Enquirer have prepared a list 
of questions that are most common among builders and veterans. 

All persons connected with the building industry, as well as veterans who 
have purchased a home or are planning to do so, are invited to answer these 
questions and mail their replies to Earle DeLaittre, Home Builders Association, 
907 Union Trust Building, Cincinnati 2, Ohio. 


Have you, as a builder, constructed any veterans’ housing? How many units 
and in what price range? et 


D'd you encounter any difficulties or irregularities in building these homes? 
If so, what? hbnawdila hiipmcteeseaeanes 


As a builder, what is your personal opinion of your dealings with the veteran 
housing market? 


As a veteran, what were your personal experiences in buying or attempting 
to acquire a home approved by the VA? Presently unable to obtain a lending 
agency’s consideration of a GI loan, much less the actual GI loan itself (with 
one exception, the agency requiring 20 percent down). No success for the past 
15 months. 

What period of time was involved in negotiating the purchase of a VA-ap- 
proved home? Most agents will not sign an option presently (on salable prop- 
erty) subject to obtaining a GI loan. 

Comments: For all practical purposes, the VA-GI loan privilege is meaning- 
less. Permitting higher interest rates is an unsatisfactory answer as lenders 
will always want more so long as demand for money is high. Direct Govern- 
ment loans necessary. 
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Wuat'’s Your OPINION? 


Just what are the conditions prevailing in the local housing market for the vet- 
eran buyer as well as the home builder that make VA loans almost nonexistent? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real estate department of the Enquirer have prepared a list 
of questions that are most common among builders and veterans. 

All persons connected with the building industry, as well as veterans who have 
purchased a home or are planning to do so, are invited to answer these questions 
and mail their replies to Earle DeLaittre, Home Builders Association, 907 Union 
Trust Building, Cincinnati 2, Ohio. 

Have you, as a builder, constructed any veterans’ housing? How many units 
and in what price range? Pe 

Did you encounter any difficulties or irregularities in building these homes? 
If so, what? eater acc 

As a builder, what is your personal opinion of your dealings with the veteran 
housing market? 

As a veteran, what were your personal experiences in buying or attempting to 
acquire a home approved by the VA? We were completely rebuked by real-estate 
people when they would learn that it was the only method by which we could 
acquire a home. They would flatly refuse to attempt to secure GI financing, stat 
ing that it would require too much time and be turned down in the final analysis 

Comments: I feel the GI has not received a fair deal, but yet he represents a 
tremendous buying group at reduced downpayments and monthly payments 


WHAT'S Your OPINION? 


Just what are the conditions prevailing in the local housing market for the vet 
eran buyer as well as the home builder that make VA ioans almost nonexistent? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real estate department of the Enquirer have prepared a list 
of questions that are most common among builders and veterans. 

All persons connected with the building industry, as well as veterans who have 
purchased a home or are planning to do so, are invited to answer these questions 
and mail their replies to Earle DeLaittre, Home Builders Association, 907 Union 
Trust Building, Cincinnati 2, Ohio. 

Have you, as a builder, constructed any veterans’ housing? How many units 
and in what price range ?_ ; - s . erica 

Did you encounter any difficulties or irregularities in building these homes? 
If so, what?___~_- — ‘ = sip rs ‘ a 

As a builder, what is your personal opinion of your dealings with the veteran 
housing market ?_ dala = 5 ; 

As a veteran, what were your personal experiences in buying or attempting to 
acquire a home approved by the VA? Recently purchased a used house and was 
advised that VA loan was impossible to get because of 4-percent interest, i. e., 
no “money” interested. Rather than bother with FHA at 4° percent, obtained 
money quickly and easily from building and loan at 5 percent. 

Comments: Mills Judy builder of our house. 


Wrat'’s Your Opimnton? 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost non 
existent? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real-estate department of the Enquirer have prepared a list 
of questions that are most common among builders and veterans. 

All persons connected with the building industry, as well as veterans who have 
purchased a home or are planning to do so, are invited to answer these questions 
and mail their replies to Earle DeLaittre, Home Builders Association, 907 Union 
Trust Building, Cincinnati 2, Ohio. 

Have you, as a builder constructed any veterans’ housing? How many units 
and in what price range? —— teat _ . 

Did you encounter any difficulties or irregularities in building these homes? 
If so, what? 
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As a builder, what is your personal opinion of your dealings with the veteran 
housing market? 3 ; aad 

As a veteran, what were your personal experiences in buying or attempting 
to acquire a home approved by the VA’? Had good plans drawn by recognized 
local architect. Owned lot. Had $4,000 cash to start with. Unable to get VA 
approval of plans for a 4 percent loan. Went to bank. 

What period of time was involved in negotiating the purchase of a VA-approved 
home? Had no trouble obtaining $8,000 mortgage, 20 years at 4! percent. 

Comments: VA plan requirements unreasonably high dollar costly. Impos 
sible to build to their requirements economically. 


WHAt's YOUR OPINION ? 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost non 
existent? 

In an attempt to find an answer, the Home Builders Association of Greate 
Cincinnati and the real-estate department of the Enquirer have prepared a list 
of questions that are most common among builders and veterans 

All persons connected with the building industry, as well as veterans who have 
purchased a home or are planning to do so, are invited to answer these questions 
and mail their replies to Earle DeLaittre, Home Builders Association, 907 Union 
Trust Building, Cincinnati 2, Ohio. 

Have you, as a builder constructed any veterans’ housing? How many units 
and in what price range? 

Did you encounter any difficulties or irregularities in building these homes? 
If so, what? 

As a builder, what is your personal opinion of your dealings with the veteran 
housing market? ‘ 

As a veteran, what were your personal experiences in buying or attempting 
to acquire a home approved by the VA? Everytime we ever inquired ahput get 
ting a VA loan we were told it was impossible to get one and no one would 
recognize one, 

What period of time was involved in negotiating the purchase of a VA-approved 
home? we 

Comments: I think they should be made available again as most people can 
not buy a house today without one. The downpayments are high. 





WHAtT’s Your OPINION? 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost 
nonexistent? 

In an attempt to find an answer, the Home Builders Association of Greater Cin- 
cinnati and the real estate department of the Enquirer have prepared a list of 
questions that are most common among builders and veterans. 

All persons connected with the building industry, as well as veterans who have 
purchased a home or are planning to do so, are invited to answer these questions 
and mail their replies to Earle DeLaittre, Home Builders Association, 907 Union 
Trust Building, Cincinnati 2, Ohio. 


Have you, as a builder, constructed any veterans’ housing? How many units 
and in what price range? oma 1 ' ja sagcinabaaiasaieesciligiaaeedaimatamidea 
Did you encounter any difficulties or irregularities in building these homes? 
If so, what? ah ole a set dobaatactca Sai ew dni iit 
As a builder, what is your personal opinion of your dealings with the veteran 
housing market? - 


As a veteran, what were your personal experiences in buying or attempting to 
acquire, a home approved by the VA? In September of 1952 we were told that 
to buy a 4-room brick home, unfinished second floor would cost $12,800, $1,400 
down and be $52 a month and taxes and insurance—$63-$65 on a GI loan for 25 
years. We were told in November or December that the loan company wouldn't 
©. K. a home without 2 bedrooms. which meant finishing one of the upstairs 
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rooms, and finishing the garage in the basement. This brought the full price to 
$13.300. With $2,000 down on a GI loan our payments will now run $72 a month 
plus $12 insurance and taxes equals $84 a month for only 20 years because 25- 
year loans are no longer available. Now with the home all finished we won't be 


able to afford it anyway. 


WHart’s Your OPINION? 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost 
nonexistent ? 

In an attempt to find an answer, the Home Builders Association of Greater 
(ineinnati and the real estate department of the Enquirer have prepared a list of 
questions that are most common among builders and veterans. 

All persons connected with the building industry, as well as veterans who have 
purchased a home or are planning to do so. are invited to answer these questions 
and mail their replies to Earl DeLaittre, Home Builders Association, 907 Union 
Trust Building, Cincinnati 2, Ohio. 


Have you, as a builder, constructed any veterans’ housing? How many units 
and in what price range ?_ 

Did you encounter any difficulties or irregularities i in building ‘these homes? 
If so, what ?_- ouside teeters on euncee 

As a builder, wh: ut is your person: ul opinion of 5 your dealings with the veteran 
housing market? ______--_~ si bss op npc isin pec cel bea aaa dna toa ce 


As a veteran, what were your personal experiences in buying or attempting to 
uequire a home approved by the VA? We applied for a VA loan which they told 
us were nonexistent at present time. We are now living in veterans housing 
with a lease which will be up in a month and we have three children. We can’t 
find 2 nlace with the children to rent and can’t get a VA loan due to red tape 
involved. 

Comments: I hope soon the situation will be cleared so we can secure a loan. 


WHaAt’s YouR OPINION? 


Just what are the.conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost nonex- 
istent? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real estate department of The Enquirer have prepared a list 
of questions that are most common among builders and veterans. 

All persons connected with the building industry, as well as veterans who have 
purchased a home or are planning to do so, are invited to answer these questions 
and mail their replies to Earle DeLaittre, Home Builders Association, 907 Union 
Trust Building, Cincinnati 2, Ohio. 


Have you, as a builder, constructed any veterans’ housing? How many units 
and in what price range? asstisiapatetailigiad nanan cha aectic sie hte cdi aaa tale ea 
Did you encounter any diffic ulties or irregularities in "building ‘these homes? 
If so, what? am canned cana dad const a Sa eto 
As a builder, what is your personal opinion of your dealings with the veteran 
housing market? ee oe sas fly Gen hie dca ce a aM alee 


As a veteran, what were your personal experiences in buying or attempting to 
acquire a home approved by the VA? In Washington, D. C., area where I served 
from November 1, it seemed to be a fairly simple proposition. I do not have any 
idea as to the time involved. 

What period of time was involved in negotiating the purchase of a VA- 
approved home? Since I had not seen any homes in the $18,000—$25,000 bracket in 
Cincinnati that we have liked. 

Comments: I am very surprised at the small number of ranch homes available, 
but would certainly like to know where they are being built. 
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WHAT's Your OPINION? 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost nonex- 
istent ? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real estate department of The Enquirer have prepared a list 
of questions that are most common among builders and veterans. 

All persons connected with the building industry, as well as veterans who have 
purchased a home or are planning to do so, are invited to answer these questions 
and mail their replies to Earle DeLaittre, Home Builders Association, 907 Union 
Trust Building, Cincinnati 2, Ohio. 


Have you, as a builder, constructed any veterans’ housing? How many units 
and in what price range? ail So tae ateianie : a 

Did you encounter any diffic ulties or irregularities in building these homes? 
If so, what? : aca Shas SN ome : 

As a builder, what is your personal opinion of your dealings with the veteran 
DoUusug Sraetr —..-....... f 


As a veteran, what were your personal experiences in buying or attempting to 
acquire a home approved by the VA? We were told there were no GI loans 
available and agents would discourage us because they said GI were impossible 
to get, and were few and far between. 


What period of time was involved in negotiating the purchase of a VA- 
approved home? daisies aiukdes Qed etbicletonaMencheines witdlce 


Comments: More vets in the lower income bracket would buy homes if they 
could get a loan with a snxall downpayment. I know we would like to. 


WuHatT’s Your OPINION? 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost nonexistent? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real estate department of the Enquirer have prepared a list 
of questions that are most common among builders and veterans. 

All persons connected with the building industry, as well as veterans who have 
purchased a home or are planning to do so, are invited to answer these questions 
and mail their replies to Ex arle DeLaittre, Home Builders Association, 907 Union 
Trust Building, Cincinnati 2, Ohio. 

Have you, as a builder, constructed any veterans’ housing? How many units 
and in what price range?__-- St, ee ee ee = 

Did you encounter any difficulties ¢ or irregul rities | in "building these homes? 
BS aby NORE Bodine check seem een Sint li ae seitadbadtaipdede 

As a builder, what is your personal opinion of your de alings with the veteran 
De WTIIE ST acces ehh nee ss dikcbiek nah chiianaiiiniaslsabasiietia s 

As a veteran, what were your pe rsonal exper iences in buying or attempting to 
acquire a home approved by the VA? Out of 10 real estate men I talked to only 
1 made me an offer and it was a $2,200 downpayment on a $6,300 house with 
GI loan. 

What period of time was involved in negotiating the purchase of a VA-approved 
home? One builder told me a $1,300 downpayment was the smallest he had and 
would base the balance on my wages which would have to be $85 per week. 
This was on houses of $13,000 to $15,000. 

Comments: I have a friend who works in a real estate office, and he told me that 
GI loans don’t exist any more, but they make exceptions. 
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To Home Builders Association of Greater Cincinnati: 
You are hereby authorized to give my opinion to the Ayres subcommittee. 
ALBERT W. MILLER 


WHAtT’s YOUR OPINION ? 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost nonexistent? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real estate department of the Enquirer have prepared a list of 
questions that are most common among builders and veterans. 

All persons connected with the building industry, as well as veterans who have 
purchased a home or are planning to do so, are invited to answer these questions 
and mail their replies to Earle DeLaittre, Home Builders Association, 907 Union 
rrust Building, Cincinnati 2, Ohio 

Have you, as a builder, constructed any veterans’ housing? How many units 
and in what price range? 7 > . 

Did you encounter any difficulties or irregularities in building these homes? 
If so, what? ; 

As a builder, what is your personal opinion of your dealings with the veteran 
housing market ?. = ‘ 

As a veteran, what were your personal experiences in buying or attempting to 
acquire a home approved by the VA? When we ask to buy on a VA plan we are 
told, “Sorry, we can’t make one of those loans; they are a thing of the past.” 
Then we are politely brushed off. They are too busy to discuss it further. 

What period of time was involved in negotiating the purchase of a VA-approved 
home’? No period of time for they just say “Sorry, those loans are out.” So there 
is ne use to bother with it. 

Comments: All the veteran wants is to get a place to live in a decent way 
Give him a break. A lot paid the highest price so his buddy would have a chance 
when he came back 

Name: A. W. Miller. Address: 2018 Maple Avenue, Norwood 12, Ohio. 


To Home Builders Association of Greater Cincinnati: 
You are hereby authorized to give my opinion to the Ayres subcommittee. 
Mr. and Mrs. V. G. WALTER 


FEBRUARY 23, 1953 

GENTLEMEN : In reply to your column “What's Your Opinion?” in yesterday's 
Enquirer, here is our experience : 

Last year we found a new (never been lived in) home that we wanted to buy 
It was a 2-family home having many de luxe features and was priced at $24,000 
I went to the Home Federal Building & Loan Co., on Fourth Street in Cincinnati, 
where we had on deposit about $5,000, They told me, when I asked about a GI 
loan, that we hadn't enough downpayment... Now, this was not at all the cash we 
had, as we had about $1,000 in United States savings bonds and had another 
bank account. Since Home Federal had advertised that they made GI loans and 
we were their customer for years, you would think they would consider the loan, 
but I got a flat “No.” 

Of course, we didn’t stop here. The builder of the home happened to know 
well one of the executives of the Eagles Savings & Loan Co., near the courthouse. 
He said they made GI loans and we started again. There they told us that since 
it was a 2-family home, you could divide the ordinary downpayment on a $24,000 
by 2. Here we had more than enough downpayment. Which only goes to show 
vou have to know somebody to get anything. 

We thought we were set, but we had to get the GI appraiser to O. K. it, and 
now we didn’t pass here. The builder, who was there when he appraised it, said 
he didn’t even notice all the de luxe features I suppose this is for our protection, 
but do they ever pass one’? Do they have people who really know the prices? 
The builders seem to think not 

Now, this process took about 3 weeks, and all this time you are all excited, 
planning and hoping, and in our case all for nothing. We are still living in rent, 
and we intend to until we can get what my husband has a right to 
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We looked at another house yesterday. The prices are worse than ever. We 
asked this builder about a GI loan and he just about laughed at us. He said 
they just aren’t making them and we could get a 5 percent loan. But why should 
we pay 5 percent? After all, the buildings are only giving us 2% percent for 
our money. 

We know several veternns who did buy homes, but all with other types of 
loans—FHA or regular bank loans 

We really think something should be done to help us get the GI loans we are 
entitled to under the GI bill. 

Sincerely, 
Mr. and Mrs. Vincent G. WALTER, 
1008 Overlook Avenue, Cincinnati 38, Ohio. 


To Home Builders Association of Greater Cincinnati: 
You are hereby authorized to give my opinion to the Ayres subcommittee, 


CHARLES D. SIMON 


Newport, Ky., February 24, 1952 

Dear Str: Certainly glad to see this article in the Enquirer outlined by the 
NAHB. My opinion as follows: 

On November 15, 1952, I contracted a well-known good builder here in Ken- 
tucky to build me a home. The price of this house was $16,000, and my down- 
payment was $2,000. I contacted a mortgage institute for the use of a VA 
loan. The builder and I agreed on this VA loan. The mortgage institute said 
that my credit was good and my income was sufficient, and according to VA 
regulations my income as sufficient, which is $5,128 a year. I am a postal 
clerk and draw a permanent pension from a disability I received in service. The 
footing of my house was put in before December 8, 1952, and the foundation was 
poured 2 weeks ago. Last week the mortgage institute received a letter from 
the VA office in Louisville stating that they had changed their regulations in 
respect to income, stating that a home in which I am building would at least 
have to have an income of $6,800 a year. 

The builder informed me of this new regulation. I then went directly to the 
mortgage institute and they tell me that I am still good—they want my loan, but 
according to the VA new regulations on income I am now hanging on the fence. 
[I have written to my good friend, Representative Brent Spence, regarding this 
matter, and he is now investigating, not only for me but for plenty of veterans. 

I do hope the NAHB will continue their fight for the forgotten man, and do 
hope Congress will iron this thing out. 

Any information you would care to have regarding my home I am building, 
I will be more than glad to cooperate with you. 

Thank you very much for reading my letter, and the best of luck to the NAHB 
in their 11 basic recommendations to Congress. 

CHARLES SIMON, 
917 Saratoga, Newport, Ky 


To Home Builders Association of Greater Cincinnati: 
You are hereby authorized to give my opinion to the Ayres subcommittee. 
C. J. WENDEL. 


1863 CHAUCER DRIVE, 
Cincinnati 37, Ohio, February 22, 1958. 


“~ 


Mr. Earie De LAITTRE, 
Home Builders Association, 
907 Union Trust Building, Cincinnati 2, Ohio. 


Dear Mr. DeLArtrre: I have long awaited the opportunity to voice my gripes 
about local housing conditions to someone in the know, and here is my chance. 
One year ago I moved to Cincinnati with $3,000 cash available for a down- 
payment on a new home. We came from Long Island with no doubt that we 
eould purchase a substantial dwelling and make more than the necessary mini 
mum GI approved downpayment and be that much ahead of the game. Needless 
to say, we are still looking. Every weekend’s house hunting only impresses us 
with the fact that we just can’t get anywhere near the house we could in New 
York with our small downpayment. We shall have to be satisfied with less 
house for our money, if we can find a house that will accept our downpayment, 
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and, secondly, will have to pay more per month simply because interest rates 
are higher. We keep asking realtors if they will GI their houses and keep getting 
the same answer. They aren’t interested—too many restrictions; not a high 
enough interest rate; too much redtape. We have been told by realtors and 
builders alike that the VA in this area is tough to do business with. They play 
favorites with builders. They change their minds about their requirements 
every time they turn around. Are these things really true, or are the builders 
just doing so well under prevailing conditions that they won’t take less when 
they can get more? Because of the influx of industry to this area, are builders 
just “cleaning up’? 

Enclosed you will find a clipping from the real-estate section of the New York 
Herald Tribune. It is just short of a year old, but conditions in real estate 
here and there have remained essentially unchanged in this time. Why can 
you buy a 6-room home, completely equipped with appliances, with garage, and 
basement, for $12,000 in an area like Long Island, which is supposed to be a 
resort area and, consequently, high-priced in regard to real estate and property? 
Why can you do it there and not here? The same house here would cost at 
least $15,000 and up, not to mention that the downpayment there would be the 
basic GI amount and here it would be about $4,000. Every friend or relative 
we have at home has bought their home with a GI loan. The banks and builders 
there seem to be happy with the VA. Why, developments have sprung up all 
over Long Island, and these developments vary from very small 30-home groups 
to Levitts’ famous 7,000-home Levittown. Perhaps what this area needs is the 
competition of someone like Levitt. I’m a little tired of hearing “Cincinnati 
conservatism” as the excuse. Is it conservatism or just unprogressiveness? I 
can’t believe that a Government agency like the Veterans’ Administration is 
entirely at fault. If they are, I’m sure if the real-estate lobbies complained as 
much to correct this as they have about raising interest rates conditions would 
soon change. 

Very truly yours, 
©. J. WENDEL. 


To Home Builders Association of Greater Cincinnati: 
You are hereby authorized to give my opinion to the Ayres subcommittee 
Rurus WHItTe 
WHAT’s Your OPINIon? 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost nonexistent? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real-estate department of the Enquirer have prepared a list 
of questions that are most common among builders and veterans. 

All persons connected with the building industry, as well as veterans who have 
purchased a home or are planning to do so, are invited to answer these questions 
and mail their replies to Earle DeLaittre, Home Builders Association, 907 Union 
Trust Building, Cincinnati 2, Ohio 

Have you, as a builder, constructed any veterans’ housing? How many units 
and in what price range? 7 ii dials sistent ibn aint a 

Did you encounter any difficulties or irregularities in building these homes? If 
so, what? eae : i jodie: ie oe sedans et ase e neck artnet ilies te abatine 

As a builder, what is your personal opinion of your dealings with the veteran 
housing market? eee i sects eae. 

As a veteran, what were your personal experiences in buying or attempting to 
acquire a home approved by the VA? When real-estate men or individuals sellers 
learn you want a GI loan they discourage sale, because it takes about 3 months 
to know if the loan went through and they could be selling their property. 

What period of time was involved in negotiating the purchase of a VA-approved 
home? I asked at several banks and building loans but they talked against it, due 
to length of time and low-interest rate. By the time I heard Eagle Savings and 
Loan gave GI loans they discontinued same. 

Comments: The appraisers appraise a house too high and you can’t swing the 
loan. Then each time you try somewhere else you must pay each appraiser 
his fee, which amounts into money. 

Sure hope something can be done, I have $2,000, but doesn’t mean much when 
they want such large downpayments. Have filed with VA office for eligibility 
and received same. 

Name: Rufus White. Address: 2340 Flora Street, Cincinnati, Ohio. 
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To Home Builders Association of Greater Cincinnati: 
You are hereby authorized to give my opinion to the Ayres subcommittee, 
J. MICHAEL RYAN. 
WHAT’s YOUR OPINION? 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost nonexistent? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real-estate department of the Enquirer have prepared a List 
of questions that are most Common among builders and veterans. 

All persons connected with the building industry, as well as veterans who have 
purchased a home or are planning to do so, are invited to answer these questions 
and mail their replies to Earle DeLaittre, Home Builders Association, 907 Union 
Trust Building, Cincinnati 2, Ohio. 

Have you, as a builder, constructed any veterans’ housing? How many units 
and in what price range? a ail 

Did you encounter any difficulties or irregularities in building these homes? If 
so, what? . 

As a builder, what is your personal opinion of your dealings with the veteran 
housing market’? a 

As a veteran, what were your personal experiences in buying or attempting to 
acquire a home approved by the VA? Majority of the lending agencies state, “We 
cannot grant 4-percent loans and pay 3 percent.” 

What period of time was involved in negotiating the purchase of a VA-approved 
home ?___- ; ake : 

Comments: Allow prevailing interest rates to be charged and stop giving lip- 
service to a veteran’s right that is nonexistent in today’s market. 

Name: J. Michael Ryan. Address: 205 Maple Street, Cincinnati 15, Ohio. 


To Home Builders Association of Greater Cincinnati: 
You are hereby authorized to give my opinion to the Ayres subcommittee 
G. F. Perrit 
Wrat’s Your OprINion ? 


Just what are the conditions pfevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost non 
existent? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real-estate department of the Enquirer have prepared a list 
of questions that are most common among builders and veterans. 

All persons connected with the building industry, as well as veterans who have 
purchased a home or are planning to do so, are invited to answer these questions 
and mail their replies to Earle DeLaittre, Home Builders Association, 907 Union 
Trust Building, Cincinnati 2, Ohio. 

Have you, as a builder, constructed any veterans’ housing? How many units 
and in what price range? None, because of the slowness in processing of the 
loans; secondly, because of the redtape involved and because of the lack of money 
available in Kenton County. It has up to now seemed useless to try to obtain 
one. There seems to be little or no system in the processing procedure. 

Did you encounter any difficulties or irregularities in building these homes? 
If so, what? - ‘iain : waacaiae aay — 7 sa 

As a builder, what is your personal opinion of your dealings with the veteran 
housing market? —------- tenia ceesioig en acestepcatncind esaeies~aeaiaia eng eeiael 


As a veteran, what were your personal experiences in buying or attempting to 
TS Th TNE GING, WS, GI FRE 55m cities cipstrip eimtcnnnis anesthe . 
What period of time was involved in negotiating the purchase of a VA-approved 
IS > teat ong cinpstieind omen entnoienngsioen apnthnbuctinainnnsitl semaines ‘ 


Comments: As a real-estate broker, it was always too much trouble trying to 
find a lending institution that was willing to make the loan. 

Name: Roscoe Wilson. Address: 27 Edgewood Road, Erlanger, Ky.; G. F. 
Pettit, broker, 713 Pike, Covington, Ky. 
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To Home Builders Association of Greater Cincinnati: 
You are hereby authorized to give my opinion to the Ayres subcommittee. 
THomas S. MATHER. 
WHat’s Your OPINION ? 


Just what are the conditions prevailing in the local housing market for the 
eteran buyer as well as the home builder that make VA loans almost non- 
existent‘ 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real-estate department of the Enquirer have prepared a list 
of questions that are most common among builders and veterans. 

All persons connected with the building industry, as well as veterans who have 
purchased a home or are planning to do so, are invited to answer these questions 
and mail their replies to Earle DeLaittre, Home Builders Association, 907 Union 
Trust Building, Cincinnati 2, Ohio. 

Have you, as a builder, constructed any veterans’ housing? How many units 
and in what price range? 


If so, what? 


As a builder, what is your personal opinion of your dealings with the veteran 
ousing market? 


As a veteran, what were your personal experiences in buying or attempting to 
acquire a home approved by the VA’? The bank appraisal was far below the 
fair asking price, therefore making it impossible to obtain a GI loan. 

What period of time was involved in negotiating the purchase of a VA-approved 





home The bank was very cooperative in our request for a GI loan, but the 
praisal was not consistent with current real-estate values 
Comments: Because of the unfair appraisal, we had to pay $4,000 down on a 
$15,000 home We have a 414-percent, 25-year loan 
Name: Thomas 8S. Mather. Address: 4109 Paxton Avenue, Cincinnati 9, Ohio. 


lo Home Builders Association of Greater Cincinnati: 
You are hereby authorized to give my opinion to the Ayres subcommittee. 
Rosert EB. [REDALE. 


Wuat’s Your Opinion? 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost nonexistent? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real-estate department of the Enquirer have prepared a list 
of questions that are most common among builders and veterans, 

All persons connected with the building industry, as well as veterans who have 
purchased a home or are planning to do so, are invited to answer these questions 
and mail their replies to Earle DeLaittre, Home Builders Association, 907 Union 
Trust Building, Cincinnati 2, Ohio 

Have you, as a builder, constructed any veterans’ housing? How many units 
and in what price range? Yes; 5 units, $10,000. 

Did you encounter any difficulties or irregularities in building these homes? If 
so, What? Too low appraisal; too long to process loans. 

As a builder, what is your personal opinion of your dealings with the veteran 
housing market? Unable to get financing; 7 out of 10 calls are for GI loans. 

As a veteran, what were your personal experiences in buying or attempting to 
acquire a home approved by the VA? , ani Se 

What period of time was involved in negotiating the purchase of a VA-approved 
home? 

Comments . ele arse iain seabed 

Name: Kenwood Homes builder, Robert G. Iredal. Address: 5991 Kenwood 


7 


Road, Cincinnati 27. 
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To Home Builders Association of Greater Cincinnati: 
You are hereby authorized to give my opinion to the Ayres subcommittee. 
MaLtcotm QO. HILL. 


Wuat’s Your Opinion? 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost nonexistent? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real-estate department of the Enquirer have prepared a list 
of questions that are most Common among builders and veterans. 

All persons connected with the building industry, as well as veterans who have 
purchased a home or are planning to do so, are invited to answer these questions 
and mail their replies to Earle DeLaittre, Home Builders Association, 907 Union 
Trust Building, Cincinnati 2, Ohio 


Have you, as a builder, constructed any veterans’ housing? How many units 
and in what price range? 
Did you encounter any difficulties or irregularities in building these homes? If 


so, what’? 

As a builder, what is your personal opinion of your dealings with the veteran 
housing market? " an 

As a veteran, what were your personal experiences in buying or attempting to 
acquire a home approved by the VA? ‘Takes too long to get a GI loan. 

What period of time was involved in negotiating the purchase of a VA-approved 
home? nis indninsssnatin tenting 

Comments: Building and loan companies don’t want to take time to get GI 
loans. Down payments are too high. 

Name: Malcolm Hill. Address: 1219 Ridlen Avenue. 


lo Home Builders Association of Greater Cincinnati: 
You are hereby authorized to give my opinion to the Ayres subcommittee 
Mrs. Epwin R. McALLISTER 


WHAT's YOUR OPINION 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost non 
existent? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real-estate department of the Enquirer have prepared a list 
of questions that are most common among builders and veterans 

All persons connected with the building industry, as well as veterans who have 
purchased a home or are planning to do so, are invited to answer these questions 
and mail their replies to Earle DeLaittre, Home Builders Association, 907 Union 
Trust Building, Cincinnati 2, Ohio. 

Have you, as a builder, constructed any veterans’ housing. How many units 
and in what price range? 

Did you encounter any difficulties or irregularities in building these homes? 
If so, what? 

As a builder, what is your personal opinion of your dealings with the veteran 
housing market? 

As a veteran, what were your personal experiences in buying or attempting to 
acquire a home approved by the VA? I found the GI loan provision of the GI 
hill of rights a myth. We have contacted at least eight realtors and have yet to 
find one who will consider a GI loan. 

What period of time was involved in negotiating the purchase of a VA-ap- 
proved home? = - te 

Comments: We have been desperately in need of housing and could have pur- 
chased one if GI loan was available, but instead we have been told to secure 
$3,000. 

Name: Mrs. Edwin McAllister. Address: 3025 Gilbert Avenue, Cincinnati 6, 
Ohio. 
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To Home Builders Association of Greater Cincinnati: 
You are hereby authorized to give my opinion to the Ayres subcommittee. 
Howarp W. BERGHEGGER. 


Wuat’s YouR OPINION ? 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost non- 
existent? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real-estate department of the Enquirer have prepared a list 
of questions that are most common among builders and veterans. 

All persons connected with the building industry, as well as veterans who have 
purchased a home or are planning to do so, are invited to answer these questions 
and mail their replies to Earle DeLaittre, Home Builders Association, 907 Union 
rust Building, Cineinnati 2, Ohio 

Have you, as a builder, constructed any veterans’ housing How many units 
and in what price range? : 

Did you encounter any difficulties or irregularities in building these homes? 
If so, what? si dhccdett aii: ius 

As a builder, what is your personal opinion of your dealings with the veteran 
housing market? aaa - ete Saki tas 

As a veteran, what were your personal experiences in buying or attempting to 
aequire a home approved by the VA? Twice I have had VA approved homes 
ready for purchase but have been unable to acquire a VA loan. I have been 
told by three separate building and loan companies, “Why should we loan our 
money to you at 4 percent when we can get 6 percent from nonveterans?” 
Three others have stated that they have their quota of VA loans or will not 
ieccept any more. I would be more than wiliing to pay a higher interest rate 
if the VA downpayment could be maintained, as it is impossible for me to meet 
the FHA downpayment requirements. 

Name: Howard W. Berghegger. Address: 2773 Losantiville Avenue, Cin- 
cinnati 13, Ohio, 


To Home Builders Association of Greater Cincinnati: 
You are hereby authorized to give my opinion to the Ayres subcommittee. 
JACK PESKIN. 
WHAT’s YOUR OPINION? 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost non- 
existent? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real estate department of The Enquirer have prepared a list 
of questions that are most common among builders and veterans. 

All persons connected with the building industry, as well as veterans who have 
purchased a home or are planning to do so, are invited to answer these questions 
and mail their replies to Earle DeLaittre, Home Builders Association, 907 Union 
Trust Building, Cincinnati 2, Ohio 


Have you, as a builder, constructed any veterans’ housing? How many units 
and in what price range? ss anialiaiinsandiaten ates 
Did you encounter any difficulties or irregularities in building these homes? 
If so, what? “ = eae seine lls apis il ica ah Aataa ies teiien 
As a builder, what is your personal opinion of your dealings with the veteran 
housing market? es 2 sak dsc iin tei ni abla Scat skate ai Maa 


As a veteran, what were your personal experiences in buying or attempting 
to acquire a home approved by the VA? Are you kidding? There is no such thing 
as a GI loan at present. Have been trying to get same for over a year. Real 
estate and building and loan just not interested at 4 percent interest. 

What period of time was involved in negotiating the purchase of a VA-ap- 
proved home? ieeiiettacomtayanaodl niall ger late Sibide hs Desa eo cineca 

Comments: It’s about time some one took an interest in helping the GI and 
middle-class worker get a break—like other big cities do. 

Name: Jack Peskin. Address: 500 Hale Avenue.. 


2] 
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To Home Builders Association of Greater Cincinnati: 
You are hereby authorized to give my opinion to the Ayres subcommittee. 
AUSTIN MANN, 
WHAT’s YOuR OPINION ? 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost non 
existent? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real estate department of The Enquirer have prepared a list 
of questions that are most common among builders and veterans. 

All persons connected with the building industry, as well as veterans who have 
purchased a home or are planning to do so, are invited to answer these questions 
and mail their replies to Earle DeLaittre, Home Builders Association, 907 Union 
Trust Building, Cincinnati 2, Ohio. 


Have you, as a builder, constructed any veterans’ housing? How many units 
and in what price range? ects cite, ani alii ates ta Si ai 
Did you encounter any difficulties or irregularities in building these homes? 
If so, what? 7 ; a 
As a builder, whe at i is your - person: ul opinion of your dealings with the veteran 
housing market? seinen ‘ aentbasirenabindd ie 
As a veteran, what were your personal experiences in buying o or attempting 
to acquire a home approved by the VA? Ga thesis ds earns ciate hahah cateei Ribena 


What period of time was involved in negotiating the purchase of a VA-ap- 
proved home? As an agent (real estate) we are at present waiting to close 
two loans that were applied for in May 1952, also waiting for one applied for 
August 1952. I have made three trips to Louisville for the veterans, and writ- 
ten many letters for them. The loans above all are direct loans and the people 
in Louisville are most cooperative, but the red tape and procedure are at the 
least very lengthy ; to my knowledge none of the financing institutions are inter- 
estea in placing any 4 percent money, and therefore have had none of that 
business, but when we did have some of that busing ss the appraisals were much 
too low. 

Name: Austin Mann Realty. Address: 713 Pike Street, Covington, Ky. 


To Home Builders Association of Greater Cincinnati: 
You are hereby authorized to give my opinion to the Ayres subcommittee 
WILLIAM J, WEBER. 
WHat's Your OPINIon ? 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost non- 
existent? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real estate department of the Enquirer have prepared a list 
of questions that are most common among builders and veterans. 

All persons connected with the building industry, as well as veterans who have 
purchased a home or are planning to do so, are invited to answer these questions 
and mail their replies to Es arle DeLaittre, Home Builders Association, 907 Union 
Trust Building, Cincinnati 2, Ohio. 

Have you, as a builder, constructed any veterans’ housing? How many units 
ee Ae ROO NT So i na 55k. A a i ... nd 

Did you encounter any difficulties or irregularities in building these homes? 
ey rR ak ce ee as i oe Se ee a a ade 

As a builder, what is your personal opinion of your dealings with the veteran 
ieee spartans Latta ke ee 

As a veteran, what were your personal experiences in buying or attempting to 
acquire a home approved by the VA? Found it impossible to negotiate a home 
loan from any bank or building and loan in this city. 

What period of time was involved in negotiating the purchase of a VA-approved 
OUT sn nk ed 8 hak eh ok hii cin itech tn hence tna ecsdaienn 

Comments: Suggest any veteran that did not take advantage of the 52-20 club 
be given a first chance to apply for direct loan. 

Name: William J. Weber. Address: 110 Burley Circle, Cincinnati 18, Ohio. 
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To Home Builders Association of Greater Cincinnati: 
You are hereby authorized to give my opinion to the Ayres subcommittee. 
H. D. Beck, Jr. 
WHAT’s Your OPINION? 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost non- 
existent? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real estate department of the Enquirer have prepared a list 
of questions that are most common among builders and veterans. 

All persons connected with the building industry, as well as veterans who have 
purchased a home or are planning to do so, are invited to answer these questions 
and mail their replies to Earle DeLaittre, Home Builders Association, 907 Union 
Trust Building, Cincinnati 2, Ohio 

Have you, as a builder, constructed any veterans’ housing? How many units 
and in what price range? . as _ Si ciple atest neeercas 

Did you encounter any difficulties or irregularities in building these homes? 
If so, what? om i sc scislas babes cemiehe aihes ee aoninis 

As a builder, what is your personal opinion of your dealings with the veteran 
housing market? ia ae io farasiceaaiNgg ae Natcaineh Dchod eae mE nes 

As a veteran, what were your personal experiences in buying or attempting to 
acquire a home approved by the VA? Absolutely no success. Lending agencies 
say impossible, but if it were possible downpayment would have to be far more 
than that required by VA. 

What period of time was involved in negotiating the purchase of a VA-approved 
home? ’ atin i sila iia gael che sp tat el diescics cai tiiaeal 

Comments: No indication of any willingness to relate amount of downpayment 
to person’s income. All people seem to be equal risks. 

Name: H. D. Beck, Jr. Address: 3606 Madison Road. 


To Home Builders Association of Greater Cincinnati: 
You are hereby authorized to give my opinion to the Ayres subcommittee. 
HaroLp L. JOHNS. 


Would like to give them our side of story from this side of river. 
WHaAT’s Your OPINION? 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost non- 
existent? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real estate department of the Enquirer have prepared a list 
of questions that are most common among builders and veterans. 

All persons connected with the building industry, as well as veterans who have 
purchased a home or are planning to do so, are invited to answer these questions 
and mail their replies to Earle DeLaittre, Home Builders Association, 907 Union 
Trust Building, Cincinnati 2, Ohio. 

Have you, as a builder, constructed any veterans’ housing? How many units 
and in what price range? No, as a real estate broker my last GI loan sale 
was June 10, 1948. 

Did you encounter any difficulties or irregularities in building these homes? 
If so, what? Wanted to build but VA was using reconstruction cost figures 
that were not up to date. 

As a builder, what is your personal opinion of your dealings with the veteran 
housing market? There is no action around here. 

As a veteran, what were your personal experiences in buying or attempting 
to acquire a home approved by the VA? As a veteran I personally applied to 
building association for loan. They said they wanted to lend me the money 
but couldn’t. They explained they were paying 3 percent dividends and operat- 
ing cost was 114 percent. 

What period of time was involved in negotiating the purchase of a VA-approved 
I bitte ec edeitenennanntitniniebb idan 

Comments: Veterans’ Administration should be brought up to date. 

Name: Harold L. Johns. Address: 606 Monmouth Street, Newport, Ky. 
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To Home Builders Association of Greater Cincinnati: 
You are hereby authorized to give my opinion to the Ayres subcommittee. 
Mrs. WILLIAM F. Leer. 


WHAT’s YOUR OPINION? 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost non- 
existent? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real estate department of the Enquirer have prepared a list 
of questions that are most common among builders and veterans. 

All persons connected with the building industry, as well as veterans who 
have purchased a home or are planning to do so, are invited to answer these 
questions and mail their replies to Earle DeLaittre, Home Builders Association, 
907 Union Trust Building, Cincinnati 2, Ohio. 

Have you, as a builder, constructed any veterans’ housing? How many units 
and in what price range? : 

Did you encounter any difficulties or irregularities in building these homes? 
If so, what? : ; 

As a builder, what is your personal opinion of your dealings with the veteran 
housing market? . 

As a veteran, what were your personal experiences in buying or attempting 
to acquire a home approved by the VA? We were given all sorts of excuses 
until we forced the issue. They would like to (but not for colored). We are 
not financing at present according to our board of directors. If at a later date, 
ete. 

What period of time was involved in negotiating the purchase of a VA-approved 
home? From January to April at which time we asked for our downpayment 
back. 

Comments: Other cities comparable to the size of Cincinnati O. K. GI's for 
Negroes. How long is Cincinnati going to follow Georgia’s patterns? 

Name: Mrs. William F. Lee. Address: 316 Washington Avenue, Cincinnati 
15, Ohio. 


l'‘o Home Builders Association of Greater Cincinnati: 
You are hereby authorized to give my opinion to the Ayres subcommittee. 
CLARENCE MERRILL, 


WHat’s Your OPINION? 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost non- 
existent? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real-estate department of the Enquirer have prepared a list 
of questions that are most common among builders and veterans. 

All persons connected with the building industry, as well as veterans who have 
purchased a home or are planning to do so, are invited to answer these questions 
and mail their replies to Earle DeLaittre, Home Builders Association, 907 Union 
Trust Building, Cincinnati 2, Ohio. 

Have you, as a builder, constructed any veterans’ housing? How many units 
and in what price range? 

Did you encounter any difficulties or irregularities in building these homes? 
If so, what? 

As a builder, what is your personal opinion of your dealings with the veteran 
housing market? 

As a veteran, what were your personal experiences in buying or attempting 
to acquire a home approved by the VA? I inquired about a GI loan at three 
different building and loan associations, and was informed that they no longer 
handled them. No place that I found would accept an application. 

What period of time was involved in negotiating the purchase of a VA-approved 
home? I never had the home VA-approved after being informed that it was 
impossible to obtain the loan in 1952. 

Comments: I personally think that in Cincinnati the GI loan is nonexistent 
except for a few builders who seem to have an in. 

Name: Clarence Merrill. Address: 1017 Considine Avenue. 
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To Home Builders Association of Greater Cincinnati: 


You are hereby authorized to give my opinion to the Ayres subcommittee ; and 
you can call on me for any help I can give you. I think it’s just fine that at last 
something is being done for the GI 

Howarp G. MYERS, 
4110 Fergus Street, Cincinnati 28, Ohio. 


WHAT's Your OPINION? 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost non 
existent? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real estate department of the Enquirer have prepared a list 
of questions that are most common among builders and veterans. 

All persons connected with the building industry, as well as veterans who have 
purchased a home or are planning to do so, are invited to answer these questions 
and mail their replies to Earle DeLaittre, Home Builders Association, 907 Union 
Trust Building, Cincinnati 2, Ohio. 

Have you, as a builder, constructed any veterans’ housing? How many units 
and in what price range? 

Did you encounter any difficulties or irregularities in building these homes? If 
so, what? 

As a builder, what is your personal opinion of your dealings with the veteran 
housing market? 

As a veteran, what were your personal experiences in buying or attempting 
to acquire a home approved by the VA? I find that the homes built for vets, 
approved by the VA are practically nonexistent, and what few there are priced 
much too high for what they get. Such as too small of rooms, lot, and so forth, 
and the absence of GI loans. I can point out several instances if you care to have 
them 

Name: Howard G. Myers Address : 4110 Fergus Street, Cincinnati 23, Ohio 


reo 


FEBRUARY 22, 1955 
Iyeak Srk: I'm just adding this note, because from your questionnaire it seems 
someone is finally waking up. I’m no crackpot, but I’ve even considered writing 
to higher authorities about the VA housing here. I’ve tried for several years to 
huy a home that I can afford, but find that the ones built to GI specifications are 
definitely not adequate nor fair priced. I even lost money (along with a few 
hundred other suckers) in a project called the Seven Hills Homestead Associa 
tion, That was a deal that should have been investigated. Sure, the company 
that has the project now, has put up homes for GI’s, but what are they, the ones 
no one else would want 
I'm a World War IT vet, married and with 1 child, a boy of 6. And T sure hope 
that this interest of yours means something will be done and help the vets get 
decent loans on decent homes 
Yours, 
Howarp G. Myrrs. 


To Home Builders Association of Greater Cincinnati: 
You are hereby authorized to give my opinion to the Ayres subcommittee. 
Mr. and Mrs. E. L. McCRAcKEN. 


WHAT'’s Your OPINION? 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost non 
eXistent ? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real-estate department of the Enquirer have prepared a list 
of questions that are most common among builders and veterans. 

All persons connected with the building industry, as well as veterans who 
have purchased a home or are planning to do so, are invited to answer these 
uestions and mail their replies to Earle DeLaittre, Home Builders Association, 
“07 Union Trust Building, Cincinnati 2, Ohio. 
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Have you, as a builder, constructed any veterans’ housing? How many units 
and in what price range? - - " einai 

Did you encounter any diffic ultie s or irre: ular itie sin building these homes? If 
so, What? __--_- : ‘ a caeenecheasts aie 

As a builder, what is your personal opinion of your de alings with the veter: in 
housing market? ~-----~~-- ‘ ; hits ceiunscieleddeann 

As a veteran, what were your personal experiences in buying or attempting 
to acquire a home approved by the VA? Downpayments too large. The real es 
tate and bank won't lend at 4 percent or 414 percent interest when they can get a 
larger rate from nonveteran 

What period of time.was involved in negotiating the purchase of a VA 
approved home? The time it takes to negotiate the loan, the veteran gives up, it 
takes so long. 

Comments: Smaller downpayments, more time to pay. We don’t make the 
money for so large a downpayment. 

Name: E. L. McCracken. Address: 515 Patton Street, Covington, Ky. 

Iam Mrs. E. L. McCracken, am ex-vet also. My husband and I and two chil 
dren are trying to get a home but downpayments are so high. I believe most 
any ex-GI has $500 at least to pay down and can pay rent up to $60 a month. 


To Home Builders Association of Greater Cincinnati: 
You are hereby authorized to give my opinion to the Ayres subcommittee 
CARROLI. B. WESSEL, 


5385 Rosemont, Cincinnati 5, Ohio. 
WHAT's YoUR OPINION ? 


Just what are conditions prevailing in the local housing market for the veteran 
buyer as well as the home builder that make VA loans almost nonexistent? 

In an attempt to find an answer, the Home Builders Association of Greater 
“incinnati and the real estate department of the Enquirer have prepared a list of 
questions that are most common among builders and veterans. 

All persons connected with the building industry, as well as veterans who 
have purchased a home or are planning to do so, are invited to answer these 
questions and mail their replies to Earle DeLaittre, Home Builders Association, 
$07 Union Trust Building, Cincinnati 2, Ohio. 

Have you, as a builder, constructed any veterans’ housing? How many units 
and in what price range? - ine 4 aceite 

Did you encounter any diffic ulties or irre egula ir ities in building these homes? Y 2 
Ok RT Co cititeinines © i a i a eel 

As a builder, what is your personal opinion of your de aling s with the veter an 
housing market? —_- 

As a veteran, whi it were your r person: il experience in buying or attempting to 
acquire a home approved by the VA? On August 10, 1951, I went to the Provi- 
dence Bank & Savings and asked about a GI loan. House was $10,000 and I 
would put a fifth down ($2,000). House is 39 years old. 

What period of time was involved in negotiating the purchase of a VA 
approved home? I got a contract on August 11, and on the 12th I took it to the 
bank; on August 22 it was appraised by the Veterans’ Administration; Septem- 
ber 7 the deal was closed. Deal was for 15 years. 

Comments: I had heard that it took a long time for a GI loan, but mine was 
short and no trouble. 

Name: C. B. Wessel. Address: 535 Rosemont Avenue, Cincinnati 5, Ohio. 


To Home Builders Association of Greater Cincinnati: 
You are hereby authorized to give my opinion to the Ayres subcommittee. 
RANDOLPH Pope. 
WHAT’s YouR OPINION? 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost nonexistent ? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real-estate department of the Enquirer have prepared a list 
of questions that are most common among builders and veterans. 
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All persons connected with the building industry, as well as veterans who have 
purchased a home or are planning to do so, are invited to answer these questions 
and mail their replies to Earle DeLaittre, Home Builders Association, 907 Union 
Trust Building, Cincinnati 2, Ohio 

Have you, as a builder, constructed any veterans’ housing? How many units 
and in what price range? . a Sandie eaiiede 

Did you encounter any difficulties or irregularities in building these homes? 
If so, what? Jae sl ie hc 

As a builder, what is your personal opinion of your dealings with the veteran 
housing market? - apace 

As a veteran, What were your personal experiences in buying or attempting to 
acquire a home approved by the VA? Dear sir: As a veteran I have found it im- 
possible to get a VA loan to buy a home due to the low rate of 4-percent interest. 

What period of time was involved in negotiating the purchase of a VA-approved 
home? I have been attempting to get a loan to buy a home for a long period of 
time, very long, and I am still trying to do so 

Comments: I do firmly helieve that if the rate of interest was raised to 44% or 5 
percent I could get a loan to purchase a home and I hope the Government will 
allow this to be done. 

Name: Rar dolph Pope Address: 131 West 10th Street, Covington, Ky. 


To Home Builders Association of Greater Cincinnati: 
You are hereby authorized to give my opinion to the Ayres subcommittee. 
GENE REVERMAN. 


Wrat’s Your OPINION 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost non- 
existent? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real-estate department of the Enquirer have prepared a list of 
questions that are most common among builders and veterans, 

All persons connected with the building industry, as well as veterans who have 
purchased a home or are planning to do so, are invited to answer these questions 
and mail their replies to Earle DeLaittre, Home Builders Association, 907 Union 
Trust Building, Cincinnati 2, Ohio. 

Have you, as a builder, constructed any veterans’ housing? How many units 
and in what price range? None. 

Did you encounter any difficulties or irregularities in building these homes? 
If so, what? No answer. 

As a builder, what is your personal opinion of your dealings with the veteran 
housing market? No answer. 

As a veteran, what were your personal experiences in buying or attempting to 
acquire a home approved by the VA? Several times I’ve tried to purchase a home 
n the $12,000 to $17,500 class, but I was always stopped by the large downpay- 
ment. 

What period of time was involved in negotiating the purchase of a VA-approved 
home? No answer. 





Comments: Anyone who was in the services didn’t save any money—and since #! 
we've heen out—prices are so high—so here’s hoping for a downpayment that’s f 
reasonable e 

Name: Gene Reverman. Address: 2238 Schoedinger City. 


To Home Builders Association of Greater Cincinnati: 
You are hereby authorized to give my opinion to the Ayres subcommittee. 
MILTON SMITH. 


WuHat’s Your OPINION? 
Just what are the conditions prevailing in the local housing market for the 


veteran buyer as well as the home builder that make VA loans almost non- 
existent? 
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In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real estate department of the Enquirer have prepared a list 
of questions that are most common among builders and veterans. 

All persons connected with the building industry, as well as veterans who 
have purchased a home or are planning to do so, are invited to answer these 
questions and mail their replies to Earle DeLaittre, Home Builders Association, 
907 Union Trust Building, Cincinnati 2, Ohio. 

Have | you, as a builder, constructed any veterans’ housing? How many units 


Did you encounter ‘any difficulties or irregularities in Seen these homes? 
If so, what? ioseetissibse/Pnat'ce Aregedell daachainiinc tnd Mia daabinaie dabenaadametiadilthin oomdekaarenaciiaaiaiedcma nae 


As a veteran what were your personal experie neces in buying or attempting to 
acquire a home approved by the VA? It is virtually impossible to get the Va 
to approve a low priced home for purchase. 

What period of time was involved in negotiating the purchase of a VA-ap- 
proved home? I put in for a GI loan a year ago and have never heard from them 
since, except that my name was put on the waiting list. 

Comments: Trying to get a GI loan is the next thing to an impossibility. The 
whole setup smells to high heavens. 

Name, Milton Smith. Address: 206 Sterrett Avenue. Covington, Ky. 


To Home Builders Association of Greater Cincinnati: 
You are hereby authorized to give my opinion to the Ayres subcommittee. 
Frep G. WOLF. 
WHat’s Your OPINION? 


Just what are the conditions prevailing in the local housing market for the 
veteran buyer as well as the home builder that make VA loans almost non- 
existent? 

In an attempt to find an answer, the Home Builders Association of Greater 
Cincinnati and the real estate department of the Enquirer have prepared a list 
of questions that are most common among builders and veterans. 

All persons connected with the building industry, as well as veterans who 
have purchased a home or are planning to do so, are invited to answer these 
questions and mail their replies to Earle DeLaittre, Home Builders Association, 
907 Union Trust Building, Cincinnati 2, Ohio. 

Have you, as a builder, constructed an veterans’ housing? How many units 


As a builder, what is your personal opinion of your dealings with the veteran 
MPUNENE TREES tock ght atglisiapenddiiwitetlbeuntamuiatabetiebdahe 

As a veteran what were your personal experiences in buying or attempting to 
acquire a home approved by the VA? Attempts limited due to scarcity of lend- 
ing agencies in Cincinnati area who are willing to go GI loan. 

Yomment: It seems to me that if rates of interest were raised from 4 to 4% 
or even 5 percent loans would be made more available. Also couldn't the amount 
of loan be limited. Such as downpayment rate remain the same, raise interest 
rates to 4%4 or 5 but limit loan to say $15,000 with downpayment making up 
difference of cost. 





Feprvuary 22, 1953. 


Dear Ste: After reading your form and filling it in I have thought of a possi- 
bility that might possibly work or it may not, but seeing as how you are looking 
for suggestions on this subject I would like to tell you my opinion. 

Under the present rates of interest of 4 percent on loans and with the lending 
institutions paying 3 percent and some 3% percent (speaking of building and 
loans), that leaves them a working margin of 1 percent or less. If the rate of 
interest would be raised from 4 percent to possibly 444 percent or maybe even 
5 percent and limit the amount of money loaned, then the lending agencies would 
know the amount of money they would have to lend and also the amount of in- 
terest they would obtain, 


82093—53——-19 
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With the raising of the interest from 4 to 4% or 5 that would give the lending 
agencies 1 percent to 144 percent and under those rates they are obtaining a mar- 
gin that would be satisfactory to them and by so doing make loans more 
available. 

As to the limiting of amount of money loaned. If all loans would be limited 
to, say, $15,000. By this method loans of larger amounts would be stopped and 
the amount of money loaned by any institution could be regulated. By this 
method it would stop a large amount of excessive borrowing and would also 
stimulate the builders of homes to erect the type of home that the middle income 
family could afford. The stipulation of the limited amount of money that could 
be borrowed would, I think, cause the erection of more homes in the $14,500 to 
$17,000 bracket which I think are the most sought after. 

This opinion is strictly my own and may have been thought of before and dis- 
carded as not possible. But seeing as you are interested in opinions and possible 
ways of improving the GI loan maybe this will be of some help. I hope so. 

Frep G.Wotr. 


Mr. DeLarrrre. In addition to this, I have some others here, that 
I know were submitted in good faith. However, we do not have their 
approval. I am submitting those minus the names. Although they 
are anonymous, they are a part of this newspaper campaign that we 
have carried on to get some diréct opinion before you. 

You will find that this information runs the gamut of everything 
from the poorly informed individual, who knows nothing about the 
GI bill of rights except from hearsay, all the way through to the well- 
informed GI and businessman who has made a thorough study of this 
thing. It is surprising the amount of information we have here. 

You will also find that a great deal of the blame for the Veterans’ 
Administration situation as it is today is improperly placed. The 
builder and the realtor are accused of snubbing and indifference to- 
ward the veteran. I can vouch for the fact that the many thousands 
of man-hours wasted by these two groups of businessmen in attempts 
to get veteran loans for the veterans is plenty of evidence of the fact 
that they are not indifferent toward the veteran’s condition. 

Summed up, these opinions show that there are still hundreds of 
veterans in this immediate area trying to take advantage of their 
grant of assistance under the GI bill of rights. Many of these families 
are suffering through having to pay extremely high rentals, out of 
proportion to their incomes, doing this only to raise their families in 
good environments. Veterans are paying as high as $125 a month 
rent, when they could be paying on a home of their own at a rate of 
$80 or $85 a month. Veterans have paid for several appraisals only 
to lose out on the deals in the long run. These appraisal fees have been 
paid in some cases 4 and 5 times. The loans did not go through. 
Veterans themselves realize that the local Veterans’ Administration 
office has been unrealistic in its appraisals of the properties here. 

These opinions will also show, I believe, that a majority of the vet- 
erans are not opposed to 414 percent interest. Placing a ceiling of 4 
percent on veteran loans is a simple matter, but is not producing houses 
for veterans. It would be almost as practical] to set the yeterans.rate 
at 1 percent. You may as well place a ceiling of $7,500 on any new 
home constructed, for all the good that our program is doing today. 

In this area, where the building and loan is nearly as common as 
the grocery store, and paironiver by almost as many people, competi- 
tion has entered into that field, so as you have no doubt learned, the 
building and loans are paying 21% and 3 percent, and they can’t loan 
that money out at 4 percent. 





| 
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Another phase that needs a thorough study in this area is appraisal 
values. One of the largest complaints that comes to my attention is 
VA appraisals way below the fair market value on the property— 
in some cases, even below the builder’s actual cost. 

While the national setup is supposed to allow for variations in 
different areas due to cost difference, the local VA office has shown 
evidence of failure to recognize this cost factor. In northern Ken- 
tucky, where FHA loans were nonexistent last summer, we asked 
Washington to study the situation. They did send out here and in- 
vestigate. They have recently changed the cost status in northern 
Kentucky. The men there are now freely using FHA money with 
reasonable appraisals. 

When we have already established in this country the FHA, which 
operates at no cost to the taxpayer, is staffed by competent personnel 
and prepared to handle almost any housing a mem it is wasteful of 
the taxpayers’ money and certainly not healthy for the veteran, the 
builder, or the lender to have supervision of construction in the hands 
of the Veterans’ Administration. It should be much more logical that 
the FHA establish all regulations over construction, inspection, and 
appraisals, and let the VA handle only the detail of investigating and 
certifying to the FHA the veteran’s eligibility for a GI loan, which 
they, in turn, could certify to the FHA. The FHA has an extremely 
business-like approach to housing. 

Judging by the local VA office, from many sides of this industry, it 
appears that the VA policy is more of a crusade to get houses for 
servicemen at the expense of builders. There is altogether too much 
interest shown by people in the Veteran’s Administration office on 
whether the builder drives a Cadillac or lives in a $40,000 home. 
Housing officials should be exactly what that term implies. And when 
given that authority, they should not only have ability but the fair- 
mindedness to look only at the construction and not be concerned with 
the personal affairs of the individual who erected it. 

You realize, of course, that although man seeks perfection, every 
man-made product has some imperfections, and almost any appraiser 
could find some minute detail on which he might reject almost any 
home constructed. 

You have heard remarks about inflated values on the homes we are 
selling. Among the opinions turned over to you is an example where 
a veteran within 30 days was able to close a loan on a house 39 years 
old for which he paid $10,000. Based on realestate transactions in this 
area, it is reasonable to believe that that particular house when con- 
structed 39 years ago cost not over $2,500. How could the same ap- 
praiser make an appraisal of $14,250 on a house that costs $13,000 
or better today? The local VA office recently refused to look at a 
house built by the company which built more single-family dwellings 
in Hamilton County in 1952 than any other individual builder. 

Our office is somewhat of a clearing house for complaints. Yet, 
though this company built and sold 153 houses in 1952, not one of their 
buyers contacted us. It is conditions like this that cause the home 
builder in Cincinnati to say welcome to the Ayres subcommittee. 

We claim that, by and large, the quality of material and workman- 
ship put into the homes in the Cincinnati area is the equal to any 
throughout this country. 
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Veterans in this area want homes. We are prepared to supply them 
at prices which afford us only a fair return for our effort. But we 
must have three important ingredients to make this program work: 
A realistic rate on loans to interest the banker; a friendly cooperative 
attitude from the local VA authority, or better yet. place this author- 
ity with the FHA; and a realistic appraisal value on the properties 
we offer. 

Mr. Ayres. Thank you very much for your statement. I think it 
should be clarified as to just what your charge on these appraisals is. 

Are you saying that the appraisals are being made by men who are 
not capable, or are not qualified, to pass on the value of the property ? 
Or are you saying that it is deliberate ? 

Mr. DeLarrrre. It would be hard to answer that question, Mr. 
Ayres, what the motive behind it was. The only thing is that repeat- 
edly I hear stories of appraisals on various properties. The Vet- 
erans’ Administration has appraised a piece at $13,750, I think it 
was, and the same piece was appraised by the FHA, at about $1,250 
or $1,400 higher. That is one case that comes to mind recently. But 
there have been innumerable cases around here. Veterans themselves 
have called the office and told me that they had the deal all set and 
had their 4-percent money, but the Veteran appraiser would not give 
them a high enough loan. He would not appraise their property 
high enough. 

There is an example among these letters, where a veteran writes in 
that he called the VA to get a loan. He had owned his lot. He had 
had a builder build his house on his lot. He paid the builder, as I 
recall, $15,000 for the house. Now, it was exclusive of the lot. In his 
statement, he says that the VA appraiser came out, smoked up the 
house, filled up his ashtray for an hour and a quarter, looked around 
the house, and asked him what he had paid for the house. He said, 
“$15,000.” The appraiser said, “We will appraise it for $14,800.” 
The veteran points out that the appraiser apparently did not. even 
know that the $15,000 was exclusive of land. 

Mr. Ayres. Well, these complaints that you have, that have been 
called to your attention, make you, as you state it, more or less a clear- 
inghouse for the complaints. What do you do then? Do you contact 
the local VA and try to get it ironed out? 

Mr. DeLarrrre. We try to run them down. We have innumerable 
complaints in a business like this. Anything that is wrong—some- 
times a door lock does not. work on a house, and we get a little thing 
like that. 

We call the builder and try to find out what is wrong and ask him 
to adjust it, and I think I can say that in the past year we have been 
perhaps a hundred percent successful in satisfying the public. 

Mr. Ayres. Have these variances in the appraisals been isolated 
cases, or do you think that that is a general practice ? 

Mr. DeLarrrre. I feel there have been too many reports of it for 
them to be isolated cases, Mr. Ayres. 

Mr. Ayres. Mr. Prouty? 

Mr. Provry. You said something about the VA refusing to inspect 
or look into some project being developed by some outstanding builder. 
Did I understand you to say that? 

Mr. DeLarrrre. An attorney in the city had a son who wanted to 
buy a piece of property from this particular builder. The attorney 
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was interested in a building and loan. He could get a 4-percent loan 
through for his son, due to his connection with that particular build- 
ing and loan. The attorney told me that he went to the Veterans’ 
Administration and was told, “Don’t even bother to ask for a loan on 
one of their pieces of property.” 

Mr. Provury. Was any reason given for that? 

Mr. DeLarrrre. I was not given the reason. 

Mr. Provury. Could it be that they did not approve of the individual 
builder ? 

Mr. DeLarrrre. Most likely. 

Mr. Ayres. Well, under the law they are entitled to that right. If 
a builder has caused them trouble and has not adhered to the rules 
and regulations, they can prevent him from getting any further loans. 

Mr. DeLarrrre. We realize that, and have advised our members 
accordingly in our bulletin. 

Mr. Ayres. Was that the situation in this case you are referring to? 

Mr. DeLarrrre. Not to my knowledge. In other words, it is possi- 
ble that that could have been the case. But this particular builder did 
not need FHA service; but the FHA came out and inspected his 
houses and made appraisals on them, and would have been very happy 
to take them if he had needed FHA service to sell his houses. 

Mr. Proury. What kind of contracts are given to the veterans 
in this area? Does he retain a bona fide contract spelling out the 
detail? 

Mr. DeLarrrre. I am not prepared to answer that. Mr. Adkin 
might be able to answer that question. 

Mr. Provury. All right. I will ask him. 

Mr. Ayres. Any questions ? 

We thank you very much for your presentation, and in all fairness 
to the Veterans’ Administration, who are here in attendance, let me 
ask Mr. FitzGerald: Is there anyone in your organization who would 
‘are to comment on the gentleman’s testimony ? 

Mr. FrrzGerarp. I would like to state, in view of your original 
statement to the effect that you would be desirous of any individual 
making any criticism presenting a deposition, that we would be 
delighted to receive any depositions that Mr. DeLaittre or anyone 
else has to make. 

Mr. Ayres. I was going to make that announcement, and I was 
happy that I did not have to caution him not to refer to any individual 
appraiser by name, or anyone in your organization. But I will state 
now that as to the complaint that the gentleman has, if he will file 
a sworn statement, an affidavit, with the committee, we will be glad 
to investigate each individual case personally and take what action 
wé deem advisable. And at the same time, before any action is taken, 
the way we are operating this committee, the individual who is 
charged, blamed, criticized, or what have you, will be given an oppor- 
tunity to answer the affidavit before we make any announcement as 
to the outcome. 

Mr. FrrzGerrarp. I would further like to make a comment. I think 
it is rather significant. I have been manager here since May of 1950. 
I have had one telephone conversation with the preceding gentle- 
man. I have réceived no complaints. 

Mr. Ayres. Thank you. 

Mr. Mohliman ? 
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STATEMENT OF HARRY J. MOHLMAN, SECRETARY, CINCINNATI 
REAL ESTATE BOARD 


Mr. Moutman. My name is Harry J. Mohlman, M-o-h-l-m-a-n, and 
I am secretary of the Cincinnati Re al Estate Board. 

I have sat here this morning and listened to considerable informa. 
tion on the matter of interest rates, and I am inclined to agree with 
the chairman of the committee that this matter of interest rate, while it 
should be increased—and that is what I am going to advocate, in order 
to bring more money into the field for the financing of property—yet, 
the gr eatest concern, I believe, so far as I can find, “from experience in 
the real-estate business, is that there are two things that vitally interest 
the GI in the purchase of a home. One is the downpayment, and the 
other is the amount he has to pay per month. 

We are in the installment age today. Nearly everything we buy 
today, we buy when we want to buy and pay for it out of future earn- 
ings. People look at the object they are going to buy on the basis of 
how much they have to pay per month or per week in making that 
purchase. I think that is true in housing as well. That has been one 
of the things that our association has worked for. 

I can remember back in the twenties, when loans were made with a 
maximum of 11 vears. Your interest rate was 5 percent. 

Through the FHA and through other instrumentalities, it has been 
able to bring about a longer amortization rate, of 20 years, and the 
interest rate has been reduced, which has brought about a lower 
monthly payment. 

Our members find that the money, the source of money, has dried up, 
so far as veteran loans are concerned. And one of the things we be- 
lieve is causing that is the unrealistic rate of 4 percent. 

When the Government removed the support of United States bonds, 
it had an effect upon the rates of interest for money. 

I was looking at a report this morning, on United States Treasury 
bonds as of March 26,1953. The interest rate was 2.94. On December 
1, 1952, it was 2.72. At one time, that rate was pegged at 2 pergent, 
and the Government could get money at a much lower rate than that 
during the war. But when | you have got to go into competition with 
the Government, paying 2.94, in order to attract bonds into these 
building associations—and in Cincinnati the building association is 
the lar vest agency for the financing of residential loans—they have to 
compete with that. And furthermore, in order to get money into 
their coffers, they have raised the rates that they are paying their 
borrowers. Today there are ads in the Cincinnati papers here of 34% 
pers ent paid the borrowers. If a building association has a payout of 

percent for money in order to loan it, they wouldn’t make much 
money operating at one-half of 1 percent. So ‘I think it is an unreal- 
istic rate. That is one of the things we are advocating. 

We recommend a change in the rate from 4 to 41% percent, and we 
believe it would be an incentive to attract more money into the housing 
field. 

Now, this morning you raised the point that you would like to know 
the going wage rates in the city of Cincinnati. I went over to the 
Allied Construction Industry, which is the bargaining agent here for 
the contractors, negotiating the contracts every year, and I got for you 
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a comparison of rates since 1948 through to date, and I will file that 
with the committee if you want it for your information. 

Mr. Ayres. Could you state now for our information, just taking 
one of the trades, what was the carpenters’ scale for 1946? 

Mr. Montman. I have that here. In 1936 the rate was $1.30 an 
hour. In 1945 it was $1.65 an hour. And in 1953, it is $2.70 an hour. 

Mr. Ayres. Of course, those increases are reflected in the cost of 
today’s house. 

Mr. Moutman. Thatisright. I think we have to look at this thing 
realistically. You are dealing with a 50 cent dollar today. 

Mr. Ayres. What was the plumbers’ scale in one of those same peri- 
ods ? 

Mr. Moutman. The plumber, on May 1, 1937—evidently the con- 
tract ran out and was renewed May 1, 1937—was $1.40. In 1946, it 
was $1.90; and today it is $2.7214. 

Mr. Ayres. It costs more to take a bath today, does it not? 

Mr. Moutman. Well, gentlemen, I think that is true in everything 
we are dealing in, and money is one of those things. Money is a 
commodity. And you are competing with what other investments 
will pay for money. 

But I do not think it Is an important factor so far as the GI is con- 
cerned, whether he pays 4 percent or 414 percent. What he is inter- 
ested in is: How much per month is he going to pay for his house, and 
over the period of time of 8 years that you were talking about this 
morning, the average for the loan to be paid off, I doubt if it would 
amount to more than a dollar a month, an increase of that amount. 
So it is an immaterial amount. 

But so far as the industry is concerned, in order to bring money into 
the lending institutions it is an important factor. The reason the 
building associations here are advertising 314 percent on payment for 
money is to bring money into their coffers so that they can loan it out 
to their borrowers. 

Now, I think it has been said here—I don’t recall—that the build- 
ing associations have a dual obligation. They have an obligation to 
the veteran, but they also have an obligation to their stockholders to 
see that they have sound methods of procedure. 

Mr. Ayres. You do not mind a personal question ? 

I see you are wearing a pin that indicates you are a member of a 
very fine veterans’ organization. 

Mr. ‘Moutman. Yes, sir. 

Mr. Ayres. Has that organization, with your knowledge of this 
problem, ever invited you over to present your views / 

Mr. Moutman. No, I haven’t talked to the local organization. I 
have been a charter member of Bentley Post in Cincinnati since 1919, 
and I was in World War I and World War II, and I would be only 
too happy to talk to them, but I find that so far as the American 
Legion post here is concerned, they have approached this thing with 
a realistic attitude. I don’t think they are firmly convinced that it 
should remain indefinitely at 4 percent. I think you will find that 
the American Legion will probably recommend that this rate be in- 
creased by the Congress of the United States, because I think the 
American Legion will look at it in a realistic manner. 
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Now, there may be some veterans who won’t look at it that way. 
But, after all, when you go out and buy an icebox or an automobile, 
you are going to have to pay the current rate of the 50-cent. dollar. 
And if you go out and buy an automobile, the rates are a doggone 
sight higher ‘than the ‘y are on a house. Furthermore, if you go into 
these lending institutions, these finance companies, and borrow money 
there, they discount it. 

I do not think the average borrower realizes the amount of interest 
he pays when he makes a loan of that kind. What he is interested 
in is how much he has to pay a month. He may be paying 13 percent 
interest or 15 percent interest. He does not know. I think that. is 
true of the average veteran. He has heard about 4 percent, and he 
thinks it is a low rate, and he believes that he should get that rate. 
At the time the 4 percent rate was made, they were making a lot of 
loans, conventional loans, at 4 percent. 

Mr. Ayres. Well, many veterans have bought an older home, and 
then, after a few yearsyhave seen fit, under title I, FHA title I, to get 
an improvement loan for 3 years. And the interest rate on those for 
the veteran has never been raised as an issue. 

Mr. Montman. Now, I think it started out, and it was one of the 
things—I think the downpayment is as important or probably more 
important than the interest rate. Now, I heard here today that these 
rates are being paid off in 8 years. Well, in the last 10 years we have 
been in a very fine economic condition in this country, and I think the 
average veteran, if he is making a large amount of money, is going to 
try to pay off his home and get it clear before he starts spending it for 
some other things. I think they are a good risk. I think the lending 
institutions will agree with that. 

Mr. Ayres. Their record has proved that they are a good risk. 

Mr. Prouty ? 

Mr. Provry. I think we all agree with what the gentleman has said 
with reference to the average veteran being more interested in the 
amortization than he is in the interest, perhaps. But, naturally, those 
of us on the committee are very anxious to see that the interest rate is 
held at a reasonable level under existing circumstances. 

Mr. MoutmMan. Well, I think 414 percent would be a reasonable rate, 
in light of the conditions as they exist today. Because your money 
market has changed over what it was in 1946. And if you want to 
attract money for those loans, you are going to have to raise the rate. 
[ don’t think one-half of a percent will be burdensome to any extent. 

Mr. Ayres. Well, the material and labor cost, and the labor costs 
as you have reflected there, in fact everything that has gone into the 
house, has increased, except the rate, 

Mr. Moutman. That is correct. That is the reason you are paying 
$10,000, we will say, for what was $5,000 worth back in 1946. It is all 
relative. You have a 50-cent dollar, All you have to do is multiply 
everything by that, and that is what you come out with on the average. 

When you buy cigarettes or pork chops or gasoline or any of those 
products; the only thing that has gone up is initial rates, 

Mr. Provury. The initial gratuity of $160 which is paid is in the sum. 

Mr. Ayres. Mr. Bonin? Mr. Patterson? 

Thank you very much for your presentation. 

We will declare a 5-minute recess. 
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And I have been asked that we not smoke where the ashes will fall 
on this delicate floor; so if you want to smoke, walk out in the hall, 
please. 

(Short recess. ) 

Mr. Ayres. Has Mr. Kluner returned ? 

Will you state your name and address? 


STATEMENT OF ARTHUR E. KLUNER, VICE PRESIDENT, CENTRAL 
TRUST CO. 


Mr. Kiuner. Kluner, K-l-u-n-e-r, Arthur E., vice president, Central 
Trust Co. 

I just wanted to say that the Central Trust Co. has cooperated with 
this program since 1946, and we have made to date in excess of $10 
million worth of GI loans. We are presently in the market in a small 
way. We are not actively operating as we did in the past, and we are 
taking advantage of the service charge, which we don't like. 

Mr. Ayres. One percent ? 

Mr. Kiuner. One percent. We don’t like to do that. I can assure 
vou that if the rate were increased we would again resume operations 
in Cincinnati, in Hamilton County. 

Mr. Ayres. Do you think there is a demand for homes here ? 

Mr. Kiuner. Yes, sir. I know so. And I do not think we have any 
problem except putting the loans together on the terms and conditions 
as set down now. We have plenty of requests for loans and we have 
plenty of houses, but most lenders, as has been reported here, have not 
been willing to make the 4-percent loan. 

Mr. Ayres. Have you required a larger downpayment on the loans 
you have made recently ? 

Mr. Kiuner. From the very inception, we had a requirement of ap- 
proximately 10 percent. We did not adhere to it strictly. But we 
have never asked for more than 10 percent. We have operated almost 
exclusively in the new home field, however. We were not too happy to 
take a long-term loan on an old house, because we would not do that in 
our regular program. 

Mr. Ayres. What is your position on the direct-loan program ? 

Mr. Kiuner. I don’t think it could be anything but injurious to the 
whole program, and I don’t think there is any necessity for it. I do 
not concur in some of the statements as made here that there has not 
been sufficient money. I believe there is plenty of money, particularly 
in this area 

Mr. Ayres. Well, the testimony has been that there have been a 
lot of applications that cannot be granted because of the lack of funds. 

Mr. Kiuner. No; only because it is 4 percent. 

Mr. Ayres. How large an area would your bank serve if the interest 

rate was increased to 41/ 4 percent ? 

Mr. Kiuner. Well, we confine our operations to Cincinnati proper, 
and the perimeter county, Hamilton County. 

Mr. Ayres. What do you propose be done for the veteran who lives 
in those areas where the lending institution w = not make a loan ? 

Mr. Kucner. Well, I wouldn’t know that, s 

Mr. Ayres. Pardon? 

Mr. Kuuner. There should be a lending institution there that would 
take care of it. I assume there is one. 
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Mr. Ayres. The testimony has been that on a larger basis there are 
hundreds of counties who will not take care of them. 

Mr. Kiuner. I am not objecting to a direct lending policy as now 
in operation. I mean, I think there is a real necessity for it. There 
are plenty of communities in which city banks and national lenders 
will not go, due to the size of the community, the type of the house, 
and soon. It becomes unprofitable, obv iously, if a lender of any size 
moves into a small community to make 2, 3, or 4 loans. He can’t do it 
profitably. He has to have volume. So that in those instances I 
imagine that the Federal Government would have to come in on a 
direct. lending policy. But I don’t believe there is any necessity in, 
say, Hamilton County or Cincinnati. 

I would also like to give my ideas as to the Veterans’ Administra- 
tion here, over the years since 1946 and up to the present time. I can’t 
concur with some of the statements made here that they have not 
done a good job. I have been most happy with their appraisals. I 
think they are very realistic. I think their examination policies and 
inspection policies are good. I think they have done a good job. 

Mr. Ayres. Well, I wish they would pass along their secrets for 
selling direct loans. 

Along that same line, if the interest rate was increased, do you think 
lending institutions would be more interested in buying these direct 
loans from the VA? 

Mr. Kiuner. Well, I can’t speak for all, but I doubt if we would 
be, because of the reasons that I have set forth. In other words, we 
are a city bank. Our operations are citywide. We can use all the 
funds that we have in our own backyard, so to speak, so there would 
be no reason for us to travel 40 or 50 miles to make a loan into a small 
rural community, which I understand is the problem. We, of course, 
would rather keep our money for investment in our own area of in- 
fluence. 

Mr. Ayres. Are you in a position to say as to whether or not a 4-per- 
cent loan in 1946 was a better financial investment for you than a 
41%-percent loan today ? 

Mr. Kiuner. No, sir. We were making 4-percent loans across the 
board in 1946, and today the average loan, the prime rate on mort- 
gage loans, is somewhere between 41% and 5. We, in the State bank, 
are restricted to a 60-percent loan, so we have to adhere to the lower 
rate, meaning 414, percent, because we have competitors, of course, 
who can make a higher percentage of loans. So all loans to us are 
prime loans. So we have to take the lesser interest. 

Mr. Ayres. What I mean is: Was your margin profit on a 4-percent 
loan in 1946 greater than it is on a 41/-percent a today ? 

Mr. Kiuner. Well, you couldn’t figure it that way 

But, incidentally, I do have some figures here to give you the whys 
and the wherefores of the increase. 

Mr. Ayres. That is what we are interested in. 

Mr. Kuiuner. In 1946—I picked these figures from our office; this 
is operating statements—since 1946, the payroll of the employees, not 
officers but employees, of our bank, has increased 64.7 percent. 

I might tell you that we are still the lowest paid industry in the 
country, and we are constantly being harassed for — wages. We 
don’t have enough people working for us. So we have got to get 
income from somewhere, Lord knows where, and it doesn’t accrue from 
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a 4-percent rate. Our taxes have increased in the bank, and we are 
so fortunate, or unfortunate, as not to be under the excess-prcfits tax. 
That is 183.8 percent. Our overall expenses have increased 84.7 
percent. 

Now, someone is going to ask, “Well, how about the earnings of 
a bank?” 

In 1946, the capital structure of our bank was $9,590,000 and the 
total resources $180,213,000. And in 1946, the profits that were made, 
which would be for the stockholders, were $803,000. 

That was not paid out into dividends. That was left to accrue 
and to multiply. It was put into the reserves and the capital structure 
surplus. 

by 1952, with the addition of $1,600,000 additional, with outside 
capital, not capital left out of earnings, the capital of the bank was 
$14,745,000. 

We worked very hard, and we had our resources up to $250,446,000, 
as compared to $180,000,000 in 1946; and now, in 1952, the profits are 
$975,000. 

If we were to pay our employees what is justly due them, we would 
be making less money in 1952 than we did in 1946. 

So that we have to go, wherever we can, to get some additional 
income, and obviously we will have to get higher interest. If we 
can’t get them on GI loans, I assume we will have to get them on 
other loans that are made available to us. 

Mr. Ayres. Among other things, you are saying: “Do not get a job 
with the bank.” 

Mr. Kiuner. I wouldn’t advise you to, sir. 

Mr. Ayres. Well, that is most interesting. 

Mr. Kuiuner. I just bring that out because I got the impression 
from testimony this morning that banks and building associations 
were making too much money; that they could well afford to make 
loans on a 4-percent basis. It isn’t true. We are perfectly willing to, 
of course. 

Mr. Ayres. That point has been mentioned quite frequently. 

Mr. Prouty? 

Mr. Proury. Do you assume that there would be a considerable 
volume of VA loans in this area if the rates were increased ¢ 

Mr. Kiuner. Oh, yes, sir. There would be a good volume of loans, 
and there would be, in my opinion, plenty of money to take care of it. 

Mr. Provury. And I understood you to say you would eliminate 
this service charge. 

Mr. Kiuner. Absolutely. We dislike it very, very much. We do 
not like to do that. 

Mr. Ayres. Do you think that service charge would be eliminated 
in most instances in organizations of your type and size? 

Mr. Kiuner. Oh, without any question about it. We would elim- 
inate it immediately. Because, as I say, it is something we do not 
want to do, but feel we must. 

Mr. Proury. What about the downpayment requirements? You 
say yours have never exceeded 10 percent. Do you think that would 
be true in other cases ¢ 
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Mr. Kiuner. Yes;I think so. I mean, I cannot speak for the other 
lenders, but, and I think we have got to qualify that a bit: when we 
talk about downpayments and time, you have got to also take into 
account the type of collateral you are going to get. I do not believe 
that the Federal Government wants lending institutions to make 
bad loans. I think they want them to make just as good loans under 
the GI bill as they would under their own account, namely, a conyen- 
tional loan. 

Mr. Provury. You think you are doing a disservice to the veteran 
if you do not 

Mr. Kuuner. So that we haven’t been too happy in financing—I 
shall admit this, and I think it is well—we haven’t been too happy 
to finance 30- and 35-year-old houses on a 20-year plan to a veteran 
on a 5- or 10-percent downpayment. In fact, we kore tried it. It 
hasn’t been practical. It just doesn’t work. 

The proper house for a veteran, as I see it, is a single family house 
of good construction. I said “good construction.” And of a reason- 
able size. And it should be new, or close to new. By “new,” I mean 
within the last 10 years. 

Mr. Ayres. Mr. Bonin? 

Mr, Bonin. Mr. Kluner, you stated that your lending institution is 
reluctant to take a service charge. But how has the veteran reacted 
to the service charge ? 

Mr. Kiuner. He hasn’t reacted at all. I could push out a million 
dollars tomorrow if I just would, and he would be perfectly willing to 
pay the service charge. We are not operating on an open door policy. 
[ mean, we are still restricted. We are not willing to make all the 
loans that are offered to us. 

Mr. Bonrn. Then there is the additional incidental cost involved in 
it, such as a title search and preparation of mortgage, preparation of 
deed, recording of the mortgage, recording of the ia and revenue 
stamps. 

Mr. Kuuner. Yes. Butthatisheldtoaminimum. In other words, 
it amounts to nothing more than simple attorney fees, recording fees, 
and so on, which, in the case of an average $10,0U0U loan, would be about 
$60. In fact, it has always been an item in this city that is a neces- 
sary thing. You have got to get your charges down low, because you 
are in a competitive market, since you cannot ordinarily overcharge. 

Mr. Bonin. Well, we have had testimony that some of those charges, 
those costs, have run into hundreds of dollars. 

Mr. Kiuner. Well, maybe I would have to admit that in some 
operations the per unit cost would be greater. When you have a large 
volume operation, you can do it a little bit cheaper. I like to think 
that our charges on all loans, conventionals, FHA’s, or what have you, 
are lower than the average, because of our volume. 

Mr. Ayres. Mr. Patterson ? 

Mr. Parrerson. No questions. 

Mr. Ayres. Thank you very much. 

Mr. Kuiuner. Thank you. 

Mr. Ayres. Mr. Steiner. 
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STATEMENT OF WARREN STEINER, VICE PRESIDENT, HOME 
FEDERAL SAVINGS AND LOAN ASSOCIATION, CINCINNATI, 
OHIO 


Mr. SrTerner. My name is Warren Steiner, vice president, Home 
Federal Savings and Loan Association, Cincinnati. 

All I can do, gentlemen, is reiterate what my predecessor said, 

Mr. Ayres. Well, I think, Mr. Steiner, if that is your position, there 
are just a couple of questions we want to ask you, because this will be 
very repetitious otherwise. 

Mr. Sremner. Fine. It is just about the same as that of the man 
before me. 

Mr. Ayres. It seems like you gentlemen in the lending business are 
pretty well organized, so far as your point of view is concerned. 

Mr. Srernrr. There is no conspiracy, I can assure you—just the 
hard, cold facts. 

Mr. Ayres. What is your personal opinion on the direct loan pro- 
gram as it is now set up? 

Mr. Srerer. Frankly, I think if the rate were to be raised to 414 
percent, there would be little need for a direct loan program. 

Perhaps in some of the remote areas there might be, but in the areas 
close to metropolitan cities, there would be little or no need for it. 
And in those cases, I believe the loans could be sold later to private 
lenders. We made actually about 1,080 GI loans for a total of about 
$8 million up until 1950, when we had to drastically curtail because 
of rising costs of operations and rising dividend rates. But I am 
firmly convinced that the direct loan program would not need to be a 
very big factor if we had a 41% , percent rate of interest. 

Mr. Ayres. In other words, if you leave it as it is, and make it 
available. 

Mr. Srerner. That is right. 

Mr. Ayres. And have the same interest rate for direct loans, of 
course, as you have on the guaranteed loans. 

Mr. Srerner. That is right. 

Mr. Ayres. Then some lending institutions, including those you 
represent, you think would perhaps branch out into the field? 

Mr. Srerer. I think perhaps some that do not now make loans 
would make them. 

Mr. Ayres. Mr. Prouty? 

Mr. Proury. I was going to ask you about your service charge. 

Mr. Sterner. Our service charge now is roughly about two-thirds 
of the 1 percent fee that is permitted under the VA schedule. 

Mr. Provury. Two-thirds? 

Mr. Sretner. About that; yes, sir. 

Mr. Proury. If the rate were increased, would you 

Mr. Steiner. I think we might be inclined to, yes, because what 
we have to do is make these loans pay their way. On the ordinary con- 
ventional loan, we will absorb some of the costs of origination, be- 
cause we can charge a higher interest rate. We have to make the GI 
loan definitely pay its way at this time. 

Mr. Ayres. Thank you for adding your views? 

Mr. Sretver. Thank you. 

Mr. Ayres. Mr. Fender? 

32093—53——20 
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STATEMENT OF DONALD E. FENDER, MORRISTOWN, OHIO, VICE 
PRESIDENT, OHIO ASSOCIATION OF REAL ESTATE BOARDS, FIFTH 
DISTRICT 


Mr. Fenver. Mr. Congressman Ayres and members of the commit- 
tee, I] am Donald E. Fender, vice preside nt, Ohio Association of Real 
Estate Boards for the Fifth District. 

Mr. Congressman, I feel a little ill-prepared to appear before this 
body today. because I happen to operate in a fringe area, we may say, 
about 50 miles from the nearest metropolitan center, and our secur- 
ing loans, to say the least, is rugged; that is, as far as GI loans are 
concerned, they have been practically nonexistent for a period of 3, 
4, or 5 years. 

Mr. Ayres. You are operating in a direct loan area, then? 

Mr. Fenner. If there are direct loans being made, there are very, 
very few. In fact, as far as farms are concerned, I have yet to hear 
of the first direct loan being made. We are largely farm brokers; 
that is, if there have been direct loans made in Highland, Brown, and 
your outlying area, out 50 miles out, I don’t know of it, on farms. 
In fact, the guaranty is so low on a farm, only $4000, as compared 
to $7,500 on a city dwelling, that you cannot go out today and obtain 
a farm for a veteran on which he can operate and service his loan in 
that price range. 

Mr. Ayres. Do you have any opinion to offer as to what should be 
done regarding the interest rate? 

Mr. Fenner. Well, as far as the guaranty is concerned I cannot 
see any Justi ification of why the guaranty should be less for a farm 
than.on acity dwelling. TI can’t see any reasoning for it, because the 
farm today is not only a home but it is a business combined with it. 
It means a livelihood for ra veteran and his family. 

Mr. Bontn. Is there not a greater element of risk in a farming ven- 
ture, especially if a person h: is no knowledge of farming? 

Mr. Fenper. We have veterans who have returned from service, 
and they have served their country just as the boys from the city. In 
fact, I suspect probably 10 to 12 percent of our veterans are farm boys 
that have returned to the farm. And we are not doing anything for 
them. That is, the $4,000 guaranty is just no good on a farm. 

Mr. Ayres. Mr. Prouty ? 

Mr. Prevry. I have no questions, although I am somewhat sympa- 
thetic with your viewpoint. 

Mr. Ayres. That is going to be one of the things that will be dis- 
cussed in quite some detail when we come before the full committee 
on Veterans’ Affairs, beause we have five members who come from 
solid southern rural districts who have never had a GI loan. It is 
all direct. They are farming areas. And I assure you that one of 
the strongest blocs in the Congress of the United States is the farm 
bloc. I think they will do all right. 

Mr. Fenver. Let’s hope. 

As far as the interest rate is concerned, I question, in our area, where 
an increase of one-half of 1 percent will do the job, because our 
money is largely 6 percent. We get some 5 percent. 

Mr. Ayres. About the only thing that will help you, being in the 
rural area, is to see that if the lending institutions do not grant the 
loans at 414 percent, some money is available for direct loans. 
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Mr. Fenper. We could use it. 
That is all. Thank you. 
Mr. Ayres. Mr. Shultz? 


STATEMENT OF WALTER SHULTZ, PRESIDENT, FEDERAL HOME 
LOAN BANK OF CINCINNATI 


Mr. Suvuttz. Walter Shultz, president of the Federal Home Loan 
Bank of Cincinnati. My address is 809 Vine Street. 

Gentlemen, I am delighted with the program that you are follow- 
ing, of coming into the field to discuss this matter. I happen to be 
the executive officer of the Federal Home Loan Bank of Cincinnati, 
which has nearly 600 savings and loan members throughout Ohio, 
Kentucky, and Tennessee. 

Our stock is owned entirely by our members, and we are not sub- 
sidized by the Government. We are an instrumentality of the Gov- 
ernment, but we are set up for the service of our members, and we 
lend them money and receive their deposits, and so forth. 

Mr. AyReEs. Almost an oddity, are you not ¢ 

Mr. Suutrz. Yes, we claim to be an oddity. We have been for the 
last 20 years. We happen to have been organized prior to 1933. We 
were organized in 1932. That may account for that characteristic. 

Mr. Ayres. There are no politics to be injected into this. 

Mr. Suuttz. Well, you asked for it. 

Mr, Ayres, I certainly did. 

Mr. Suvuttz. We are mighty proud of the record that savings and 
loans were making in the early days of the GI program. We know 
from our records of instances where 30, 40, and 50 percent of the assets 
of our members were invested in GI loans. There was a very warm re- 
sponse on the part of our members at the time this program was in- 
stigated toward it, and a very definite feeling that it was a place where 
private industry could come and take a definite part and do a good job. 

We follow the records of our companies quite closely, our members, 
and we noticed, down through the years, that there was a gradual 
tapering off in the amount of loans that were being made on the GI 
program. Naturally, we wondered what prompted this. We thought 
we knew. We knew, for one thing, that many of our members found 
that they had gotten such a large part of their portfolio into GI loans 
that they owed an obligation to the conventional borrowers, and there 
was a gradual sidewise movement. They would make a few as they 
were paid off, and so on. But the reputation of GI loans with our 
members generally was very good. 

But we decided last year, last September—our board appointed a 
committee to submit a questionnaire to our members and that was done. 
The questionnaire covered a number of items, and was to some extent 
based on the discussions that we, as officers, of the bank, had had with 
our members, trying to ascertain why it was, and whether it was 
really a matter of rate, the rate of interest that was permitted or 
whether it was something else. 

So we asked this type of question: “Do you now make GI loans?” 
And we received replies from about 300 more, more than 50 percent of 
our members, which we felt was a very fair return on a questionnaire 
of that sort. 
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We then asked: “What dollar volume did you make in the last 12 
months?” Two hundred and seventy-five of our members answered 
that and 156 of them said: “We don’t make any.” One hundred and 
nineteen said that during the past 9 months they had made total GI 
loans of $38.904.000. 

We asked the question : “What is the percentage of GI loans to your 
total mortgage-loan portfolio?” And 56 responded out of 281 that 
answered that question, saying: “None.” Thirty said: “From noth- 
ing to 5 percent, or less than 5 percent.” Fifty-five said: “From 6 to 
10 percent.” Thirty-seven—this is the percentage of the total port- 
folio of the 281 that answered the questions—37 said, “From 11 to 15 
percent.” And 31 indicated it was from 16 to 20 percent; 25, from 
21 to 25 percent; and 47 said they had over 25 percent of GI loans, 
It was a very encouraging response. We felt it indicated that there 
had been a continuance of this interest in the GI lending. 

Then we said: “Would you probably lend actively at an interest 
rate of 414 percent? 

There were 277 of the institutions that answered that question, and 
158 of them said “Yes,” and 119 said “No.” 

The next question was: “What amount of GI loans do you estimate 
you would make in the next 12 months at a 414-percent interest ?” 

Now, 106 of the 274 who answered that question said: “None.” One 
hundred twenty-six said they would make loans, and the total that 
they indicated added up to $71,376,000. 

Mr. Ayres. Right at that point: Were those institutions that said 
they would not make any, located in the rural areas? 

Mr. Suutrz. It isnot broken down on that basis. 

Mr. Bontn. What has been your experience in the past? Are those 
lending institutions in the smaller communities unwilling—— 

Mr. Suvrrz. I would say that the participation in the program is 
much heavier, on the average, in the cities than it has been in the 
smaller communities. There are exceptions, of course, when the insti- 
tutions felt more than a passing feeling of patriotism, shall I say, or 
desire to serve, in the smaller communities. But as a rule, the insti- 
tutions in the larger cities participated down through the years more 
freely than the others. 

Mr. Ayres. You had a sizable number that said they would not take 
them at 414? 

Mr. Suuttrz. One hundred and six. 

Mr. Ayres. So the problem is what to do to get the veterans’ homes 
in those areas? 

Mr. Suuttz. Now, just hang on to your seat. I was in England a 
year ago, and I made a study of the home-financing situation over 
there, under Mr. Ney Bevin. And I found there, very much to my 
amazement, that even though the Government was building 9 out of 
10 of the houses that were being built, with one-tenth being allocated 
to private industry, the veteran, so-called, had no preference at all on 
those Government-constructed houses. Nor was there a preferential 
rate granted to the veteran. And I said, “Why?” 

“Well,” they said, “such a large percentage of our men have seen 
service in the Army that if we granted them a preference we would be 
finding ourselves granting a preference to mk a large percentage of 
our people that we just could not live economically speaking and 
continue that program.” 
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Mr. Ayres. That is the point that we brought up here this morning, 
saying that there would be 800,000 veterans *disch: irged, and increas- 
ing that. 

Mr. Suvurz. And it is increasing every month. 

Mr. Ayres. But the problem we are faced with is this. I am going 
to take your advice, and hang on to my seat, but if I take the wrong 
position on this I will lose my seat—in Congress. [|Laughter.] 

Mr. Suutrz. Aren’t you saying, then, that this isn’t really as much 
of an economic problem as it is a political problem ¢ 

Mr. Ayres. No; I do not mean it from that standpoint. 

Mr. Suvurz. Doesn’t politics come into it to some extent ? 

Mr. Ayres. Well, factions do enter into it. But the problem that 
our committee is confronted with is to make a decision that is best 
for the individual veteran, and not any organization. 

Mr. Suvuvrz. That is right. 

Mr. Ayres. Our job, as members of the Veterans’ Affairs Com- 
mittee, is to see that proper, fair, and equitable legislation is passed 
for the veteran, while at the same time not jeopardizing society as 
a whole. 

Mr. Suvtrz. I do not envy you your job at all. I think you have 
undertaken a very difficult one. 

As I said at the start, I admire so much the splendid approach that 
you folks have made to this, and I hope that Congress will continue 
that type of approach. Because certainly you cannot come up with 
any other than the right answer, approaching it as fairly as you 
seem to be. 

Mr. Ayres. Well, I do not think the Congress will pattern any 
legislation, including veterans’, after the precedent that has been 
set in Great Britain. 

Mr. Suvtrz. No, I merely mentioned that in passing, of course. 

Mr. Ayres. Yes. And there, again, as was brought out here a 
few moments ago, you have thousands of veterans living in rural 
areas who want a home. Now, if we establish a program to take 
care of the veteran in the metropolitan area, if we do not have some- 
thing to take care of the man in the rural area, then we have the 
problem of discriminating against veterans. 

Mr. Suvtrz. That is right. 

Mr. Ayres. And that, I will grant you, is a dangerous political 
position to be in. 

Mr. Suvutrz. I realize that. 

Well, of course, as you may have sensed, I am just a little bit old 
fashioned. And while I have, as I think has been demonstrated by 
our interest in this field and the interest of our members and the 
encouragement that we have given them to participate freely in the 
Gl-lending program, and never wittingly have we put anything in 
their way. Incidentally, you have asked the question several times 
as to how this group here were able to sell 75 loans totaling a little 
over $400,000. Well, our bank lent that institution that bought them 
a very substantial sum of money on a long term, that is, to be amortized 
over a 10-year period. And they could have bought some of their 
surplus funds, but I think these gentlemen will realize that they 
could not have bought them all. 
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Mr. Ayres. Would you like to loan them some more money ? 
Mr. Suvuturz. Well, they, I think 
Mr. Ayres. Was it a ood business transaction ? 

Mr. Snvurrz. Oh, we wouldn’t have gone into it otherwise, and 
they wouldn’t. They were sound operators, and weren’t sold a bill 
of goods; they saw an opportunity to get some good loans. We lent 
them at 234 percent, and they were getting 4, and they had the 
facilities, they thought, for servicing. 

Now, incidentally, and carrying this point further 

I just don’t want you to get the idea that I am so old fashioned 
that I turn my back on the veterans. Not by a jugfull. I am just 
a hundred percent for recognizing the good job they have done. 

Mr. Ayres. Do you believe in just a little bit of socialism ? 

Mr. Suurrz. Yes. But not to the point where it will disturb our 
economy beyond repair. I think we still are able to repair it. 

No political implications in that, either. 

ut to indicate the interest that we have in this program: When 
we learned through these gentlemen of the opportunity to buy these 
loans in the outlying areas, we circularized our members and called 
attention to the opportunity, and suggested that they give considera- 
tion to buying as many of them as they could afford. The reactions 
right down the line really were sufficient to make the use of this ques- 
tionnaire unnecessary. They said: “Well, we can’t go in and buy 
these loans that will earn us 4 percent and take on the servicing prob- 
lems that are going to be involved in connection with that.” 

There is something that it seems to me should always be considered, 
and that is the difference between a Government bond or a bond guar- 
anteed by the Government which involves no servicing, and a loan 
of this type which involves possibly a tremendous lot of servicing. 
And in many cases it does. So that that cost of servicing is the item 
that would eat up the margin between the present rate on Govern- 
ments—of about 2.97 I think it is on the 19-year maturity, or 2.94—and 
the 4 percent. 

Mr. Ayres. Do you think more institutions would be interested in 
buying the loans if the rate were increased to 414 ? 

Mr. Suutrz. I think so; yes. Whether 414, with the trend of in- 
terest rates that is now applying to Government securities, is the real- 
istic rate is something else. And I think that is something your com- 
mittee will probably take into consideration. 

At one time it was talked about that there should be a quarter of a 
point increase. Now it is talked about that there should be a half a 
point increase. If the trend of Government bond prices continues 
down, and the cost of money inversely continues up, I don’t know 
whether 41% is the realistic rate or not. I am not saying that it should 
be higher than that. Do not put me down for that. But I think you 
can see what I mean. 

If this is going to be on a basis of sound economics, what is the real- 
istic program to follow, then the matter of the cost to the veteran, I 
think, as is generally the case, is not paramount; that is, the interest 
cost. I think it is like the darky that goes into the used-car lot and 
says, “How much to take it out, and how much a month?” And that 
is the way they buy used cars. That is, I think, the way the average 
GI has to look at this thing, not from the standpoint of figuring it 
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out on a basis of what a half a point increase will be, but “Can I get 
the loan to buy my home?” 

Mr. Ayres. Well, I don’t think it is even necessary to single the GI 
out as an individual. That is how the American public happens to 
buy today. 

Mr. Suvtrz. That is true. But we happen to be talking about the 
GI program. 

Incidentally, though, our board passed a resolution which went to 
the Veterans’ Administration and to others, and we had a very inter- 
esting reply and a very courteous reply from Mr. Kelsey. And, if you 
do not mind, I would like to read that. 

Mr. Ayres. Fine. We would like to have it in the record. 

Mr. Suuttz. He said: 


The Administrator has asked me to reply to your letter of November 9, 1952. 
We sent the questionnaire out about the middle of September, and we reported 
to the board in our November meeting after we had gotten the reply in of 
November 19, 1952, which enclosed a copy of a resolution adopted by the board 
of directors of your bank requesting that the maximum permitted-interest rate 
on VA-guaranteed home loans be raised to 4% percent. The Veterans’ Admin- 
istration, of course, recognizes the fact that there has been a tightening in the 
supply of private capital for GI 4-percent loans due to a number of factors oper- 
ating to influence the mortgave-money market. Among the princinal deterrents 
have been the upward shift over the past year or more in the money yields which 
lenders could obtain from other investments and the extremely high rate of 
demand for capital by business in connection with defense-related plant and 
equipment expansion, which has competed heavily for funds which might otber- 
wise find their way into mortgage investments. 

Another unsettling factor has been the Government need to borrow additional 
funds to finance the defense program. The consequent impact of deficit financ- 
ing naturally tends to introduce a further element of demand in the capital 
market, with a consequent upward pressure upon money yields. 

This, mind you, is from the Veterans’ Administration, signed *F. W. 
Kelsey, Assistant Administrator for Finance.” [Reading:] 

As you know, a further difficulty has resulted from the increase in the dividend 
and deposit rates paid by lending institutions in competitive bidding for indi- 
vidual savings. These increases have naturally narrowed the net spread be- 
tween 4-percent mortgages and the cost of money to the lending institutions. 
Recognizing what Mr. Spurrier brought out this morning in his testi- 
mony. [Reading:] 

At the same time, however, it must be recognized that the net yield on GI 
4-percent loans is still well above, by one-half of 1 percent or more, the net yield 
obtainable from medium- and long-term Government bonds, which are com- 
parable investments in terms of lack of risk. 

He doesn’t include anything in there about the cost of servicing; 
just from the standpoint of risk. [Reading:] 

However, we beljeve that, as the present intense period of defense plant and 
equipment expansion begins to taper off, the competitive demands for capital 
for defense expansion and the need for additional Treasury borrowing will 
diminish, and that consequently a larger supply of funds will become available 
for mortgage investment, including investment in GI 4-percent loans. The 
extremely high volume of savings capital flowing into lending institutions will 
also continue to exert increasing pressure upon these institutions to find profit- 
able means of investing funds in mortgage obligations. 


A factor he misses there is that when the plants shut down, and 
when the defense program tapers off, this heavy inflow of savings to 
our members will probably diminish maybe more rapidly than the 
supply of funds for mortgage lending will increase. 
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I just thought you would be interested. Because Mr. Kelsey goes 
along with this, to start with, and he then gets into the other influences, 
such as the slowi ing down of the economy, and so forth—which is look- 
ing on the pessimistic side into the future. And we sincerely hope he 
1s wrong. 

Mr. Ayres. Any questions ? 

You have made a most interesting and constructive presentation. 
And I trust that after we send you a copy of the soenehits hearings 
you can, like some of the other gentlemen, pass along your judgment 
on it to us. 

Mr. Suvutrz. I would be delighted to. 

Thank you for giving me the opportunity. 

Mr. Ayres. Mr. Parr? . 


STATEMENT OF JOE PARR, COLLEGE PARK, OHIO 


Mr. Parr. I am Joe Parr, 7049 Hamilton Avenue, College Hill. 

Gentlemen, I don’t necessarily know why I am here. 1 just came 
down here to give you an opinion. I am in the home building business. 

Mr. Ayers. Could you talk a little louder, please ? 

Mr. Parr. Yes. I am in the homebuilding business in Greater 
Cincinnati. We have a little project going in Hamilton, Ohio, Green 
Hills, and one in the county. 

We run about 75 houses a year. I would say that 85 percent of those 
houses are sold to veterans. In fact, since 1946, every project that we 
have ever developed has been developed under the VA and the FHA 
supervision and inspections. 

Mr. Ayers. How many homes do you have under construction 
now ¢ 

Mr. Parr. At the present time we have about 30. 

Mr. Ayres. Do you have any idea where you are going to get 
financing when those houses are sold? 

Mr. Parr. Yes, sir. 

Mr. Ayres. At what downpayment ? 

Mr. Parr. About 10 percent. 

Mr. Ayres. But you have a firm commitment from someone that 
you are not going to have completed houses on your hands? 

Mr. Parr. Yes; that is right. 

Mr. Ayres. Then you find yourself in a little more advantageous 
position than a lot of builders. 

Mr. Parr. That is right. 

Mr. Ayres. I will not ask you to divulge your source. 

Mr. Parr. We have never been in trouble since 1946. In other 
words, since 1946 we have been selling everything under the VA and 
FHA appraisal and inspections. 

Mr. Ayres. It is your position, then, that you will be able to sell 
more homes if the change is made? 

Or are you happy with what we have now? 

Mr. Parr. To be very frank, we are perfectly happy. Only I do 
say this: We have not been able in the past to take care of the veterans 
that we could have if we had a larger organization. But we haven’t 
anything at all to kick about. 

Mr. Ayres. You are the first happy builder we have had before 
us. 
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Mr. Prouty ? 

Mr. Prouty. I am flabbergasted at the gentleman’s statement. 
Mr. Ayres. Mr. Bonin ? 

Mr. Bontn. No questions. 

Mr. Ayres. More power to you. 

Mr. Parr. Thank you. 

Mr. Ayres. Mr. Ray Sharp? 


STATEMENT OF RAY SHARP, PAST PRESIDENT, HOME BUILDERS 
ASSOCIATION OF GREATER CINCINNATI 


Mr. Suarp. Iam Ray Sharp, partner, Sharp and Isfort, 6645 Elwin 
Drive, past president of the Home Builders Association of Greater 
Cincinnati. 

On behalf of the Home Builders Association of Greater Cincinnati, 
and the builders, I would like to make a very brief statement. 

As I understand it, the question posed is: Why aren’t there more 
homes available under the GI program? 

I think the number one answer to that question is the lack of ade- 
quate financing due to the interest rate of 4 percent. 

I have atte nded a good many meetings throughout the country, in 
Chicago, Seattle, W ashington, and sat in on some panel discussions 
of these GI financing programs, and we find that invariably there is 
a lack of GI money except in the large financial districts, such as 
New York, and so on. 

Throughout the country we find GI loans are available generally 
only w hen they can be discounted at a rate as high as 8 percent. 

Now, we have had this matter discussed with Mr. King. We have 
tried to find some solution to the problem and these high rates of 
discount, which actually are costing the veteran more money for the 
house than it should cost him. 

Now, locally, I don’t get any GI loans for our own building pro- 
gram. However, in discussing the matter with other builders, I 
understand that they generally have to pay approximately 2 percent, 
requiring a construction loan, and I believe in some cases they pay 
as much as 1 percent for a finder’s fee. 

Now, that, again, becomes a burden to the veteran. 

Mr. Ayres. All that expense is buried some place in the price of 
the house. 

Mr. Suarp. Eventually it has to fall back on the veteran. Some- 
body has to pay it. The builder, if he takes a reasonable profit for 
his house—it is obvious that he can’t assume another two or three 
hundred dollars that he will have to pay out for financing. Or rather, 
$200 in the case of a $10,000 loan. The 1 percent is usually paid by 
the veteran, but it is a cost, again, to him. 

We believe that some adjustment in the interest rate should be 
made. As builders, it is probably not for us to say what that rate 
should be. We are not finance people. We are interested in building 
houses for veterans. We are interested in getting for veterans the 
lowest possible rates on loans that we can get. 

I think that it is a proper statement to say that very few builders 
are directly interested in lending institutions. Certainly there are 
some. But generally speaking, builders are interested in their own 
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business, and they are interested in getting the best kind of deal for 
the veteran in the way of a loan. 

Now, we believe that, due to this lack of financing, which is due in 
turn, as we are told, to the 4 percent interest rate, some action should 
be taken to increase that rate. Again, talking about the local situa- 
tion, a number of our large financial institutions are building and 
loans. In most cases they are pay ing dividend rates to their deposi- 
tors of from 214 to as much as 3 percent, and they claim that they 

can’t make a 4 percent loan and pay a 3 percent dividend. That 
probably is true. So, again, it is a matter of the interest rate. 

Another problem that seems to bother some of the builders is the 
unrealistic appraisals. Now, I appreciate that that is a pretty in- 
volved problem, and it would not be for me to take up a lot of your 
time to try to talk about some of these appraisals. There are too 
many problems involved. But I think one of the outstanding prob- 
lems th: ut. a great many builders face is the problem of the appraiser 
coming up with a valuable that is within, say, a very small margin 
of the sales price of the house. And then the veteran finds himself 
turned down on his loan, simply because the appraised value must 
equal the sale value. 

I don’t believe, from my own experience of 20 to 25 years in the 
real estate business, that any man is capable of saying that any house 
is worth so many X dollars, within a couple of hundred dollars. I am 
only throwing that out. I don’t know what the answer to that is. 
But I do believe that there should be some leeway in this appraisal 
system whereby that sort of thing could be eliminated. We have had 
that happen in the past. However, in fairness to the Veterans’ Ad- 
ministration, I want to say this: that I personally have had excellent 
relations with them, and I have been able to make some of the ad- 
justments where we have found we had differences of opinion that 
required some adjustment. 

I would like to point out the case of a particular builder here in 
relation to the decline in loans. We have heard a discussion here 
abont the decline by years of VA loans. Here is the case of one par- 
ticular builder who has done a lot of building in the Cincinnati area, 
and he has maintained approximately the same rate of production 
each year up to the present time. I am not prepared to say what that 
rate of production is. But I do have his own statement here as to his 
VA loans. 

In 1949, he made 115 VA loans for veterans sales. In 1950, he made 
60 loans; in 1951, 50 loans; in 1952, none; in 1953, none. 

Now, as to why, I don’t know the answer, except that perhaps he 
is a victim of the same circumstances that many of the builders are, 
that the funds have simply dried up for lack of a better interest rate 
to make the loan attractive. 

Now, our national goal in the building industry has been set at 1 
million homes, and I believe if that goal is to be maintained, it is im- 
perative that the proper consideration be given to this matter of in- 
terest rates, that a more realistic rate can be arrived at, so that the 
necessary stimulus can be given to the veteran program. And I be- 
lieve that we will go a long way toward maintaining a happy pros- 
perity. 

I would like to show briefly just what that means. 
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Back in 1937, I believe it was, before the war, we came up with a 
new subdivision development, and we went into a VA program. In 
going into the program, it was rather new to us, and we went into 
a sales program on price that we thought was going to be rather diffi- 
cult to meet. And we found that we had entered a very interesting 
program. We came up with a house that was able to sell for about 
$7,250 at the time, and we were able to finance that with a payment of 
$700, and the payments on that home, including taxes and fire insur- 
alice, were $39.50 a month. I will never forget it, because we sold so 
many of them. And I have always enjoyed thinking of that experi- 
ence, knowing the service that we performed to those people by being 
able to sell them a home on such a low down payment. Prior to our 
entry into that FHA field, we have been unable to take care of these 
people that had to have these low payments. 

Now, under our VA program, we are faced again with that same 
xroblem, where we are able to take care of these veterans who need 
Sites and who want houses, but for reasons of one thing or another 
they are limited on their down payment, and they need the financial 
help in the way of a larger loan, so that they can get this new home 
aad get that start in life ‘that the “y are entitled to. ‘And it is my hope 
that this committee can see fit to make the proper recommendations 
to correct this situation, whatever that correction may be. 

Mr. Ayres, Thank you very much. 

Any questions? 

As you know, and as I have stated before, we have had affidavits 
from the real estate boards throughout the entire State and also state- 
ments from the home builders associations. We certainly appreciate 
your fine analysis. 

Mr. Suarr. Thank you very much. 

Mr. Ayres. Is there anyone here we have slighted ? 

Is there anyone who wants to give us the benefit of his experience? 

As you know, this evening at 7:15 we will listen to the individual 
GI, both as to complaints he has on existing homes that have been 
purchased and suggestions that the individual has on what can be 
done to make this a better program. 

So until tonight at 7:15, we stand adjourned. 

(W hereupon, at 4 p. m., a recess was taken until 7:15 p. m., this 
same day.) 

AFTER RECESS AT 7:15 P. M. 


Mr. Ayres. For the benefit of those of you who have not been in the 
other sessions, this evening we are going to give those individuals an 
opportunity to express their views regarding the GI program as 
individuals. 

Today we have heard from the veterans’ organizations, the Veterans’ 
Administration, lending institutions, and builders, contractors, and 

realtors. 

This evening, the individual GI has been given an opportunity to 
express his opinions regarding the building program and also an 
opportunity to get off his chest any beefs that he might have. 

In view of the fact that the announcement was made and numerous 
letters were sent out in the Cincinnati area, I think the small attend- 
ance we have of those who have a complaint on existing structures, 
that they have purchased, is a compliment not only to the local vet- 
erans’ administration but also a compliment to builders and everyone 
connected with the program in the Cincinnati area. 
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The other hearings we have held, when we threw them open this way, 
there were a lot of people who came in to see us. In fact, in Cleve- 
land, it was somewhat embarrassing to find one of the most serious 
complaints in my own backyard in Akron. 

However, since we do have those who want to testify, we want to 
reiterate that if you have a definite charge to make against any indi- 
vidual or organization, we do not want you ta mention that individual 
or organization by name. However, you will be given an opportunity 
to file a sworn statement with the committee, and we in turn then will 
review the statement and take proper action. 

The first gentleman we have this evening that we would like to hear 
from is Mr, Crowe. If you will, just give us your name and address, 
please. 


STATEMENT OF LAWRENCE M. CROWE, CINCINNATI, OHIO 


Mr. Crowe. My name is Lawrence M. Crowe; my address, 5606 
Orlando Place, Cincinnati 27, Ohio. 

First of all, 1 would like to say that Iam very grateful, Mr. Ayres, 
for the opportunity and invitation to appear here and express some 
of my views on the GI loan. 

I would like to say that my chief interest in coming here this evening 
is to learn more about the situation and perhaps find an opportunity to 
have some of the questions answered that Ihave. I believe others have 
a good many questions that are similar to mine. 

I believe that, first of all, I am eligible for a loan, in that I served 3 
years in the Army, received an honorable discharge, and in the city of 
Cincinnati my credit rating should be about average, and it has never 
been abused. I am steadily employed. My employment is progress- 
ing somewhat, 

At the present time, I live in an apartment consisting of three rooms, 
and though I cannot complain about the rent that I am being charged, 
I cannot get too overjoyed about the number of receipts that I have 
been collecting. 

Like all young people, my wife and I would like to purchase a home. 

It seems to me that this should be one of the most important deci- 
sions that we are going to make in our lives. Well, I have had offers 
to get a home under the bill, if I could pay a fee. I believe the fee is 
in the neighborhood of $150. I am told that this extra charge has 
something to do with discounting the note, or something to do with 
the refinancing proposition. Though I am not familiar with the abso- 
lute mechanics of the thing, I just would like to mention this, to say 
that there seemed to be some possibilities, if you want to go along 
with some conditions that were not in the GT bill. 

I have talked to the people at the Veterans’ Administration about 
loans, and they tell me that it is not impossible to get one. Well, it 
may not be impossible but it certainly is exhausting. 

I would like to see a report or a record or some “statement from the 
VA, if that is possible, that would give the total number of loans 

requested within the area, and then ‘also the total number of loans 
granted. I think the total number of requests—that figure might be 
a bit distorted, in that some veterans are somewhat at a loss to go down 
tothe VA. They have met with some very poor success. And I think 
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the stories going around about the lack of GI loans make it somewhat 
prohibitive. 

My experiences in this are not unique. I have a brother who is 
interested in a loan, some relatives, and some people I work with. 
They are all anxious to get one. 

The one big problem that seems to be facing everyone that I have 
talked to is the fact of the downpayment. 

It is pretty tough, 1 suppose, to save the required downpayment, 
when you have children and probably a white-collar job. 

I would like to cite a few examples of my own experiences in seeking 
this GI loan. There is a large development located in the western 
section of Cincinnati, and they offer GI housing. Under their setup, 
the houses, I might say, are very nice. They are in a good locality, 
well-constructed. They are brick, four and five rooms. They have 
full basements, garages, nice lots, and so forth; very nice homes. They 
were advertising that the homes were for sale for $1,500 down. Now, 
that seemed to be all right. That seemed to be pretty fair, But the 
payments with these houses were $95 for the four room. $105 per 
month for the five room. 

In addition to the house, this includes a refrigerator, a dishwasher, 
I believe, a dispose-all, and there may have been a stove; I am not quite 
certain of that. 

To me, this is unreasonable and it seems to somewhat circumvent 
the purposes of this GI bill of rights. If we are to afford housing 
for the veterans, I think the object was to afford housing that a vet- 
eran can actually pay for, a monthly payment that he can meet. Cer- 
tainly those homes in Western Hills, as nice as they were, and as 
anxious as we were to acquire one, were somewhat out of our reach. 

I have another unusual experience with trying to get a home. I 
answered an ad in the Cincinnati Enquirer about a month ago. The 
ad read something to the effect that there was a home for sale. There 
was the big caption at the top “GI.” I called the realtor on the house, 
and he told me that he would be glad to show it tome. So I thought, 
“Well, supposing I just drive by the place, and if I like it I will call 
you back.” 

I have had some experiences where I have gone out and would not be 
particularly interested in locating in the neighborhood or in the type 
of house, and so on and so forth. Well, he told me that it would be 
necessary for him to be along. He didn’t want people coming in and 
tramping on the bushes, the flowers, the sod, and so on. So IL agreed 
to meet him at the house, and drove over there. 

During my conversation prior to my going to the house, he brought 
out the point that the only disadvantage or bad feature of the home 
was that it was located at the top of a large hill. Well, I went out 
there and found the place at the top of the hill that he spoke of, and 
it was quite a grade. It wasn’t the best locality. I found this place 
located on top of the hill overlooking the valley, and such a steep 
grade that the broker actually voluntee red to put a boulder behind my 
car so that it would not roll down the hill. 

When I went into the house—I am not a judge of how old it was, and 

didn’t see the title or anything, but I would say it was about 35 
years old. It seemed to me to be the old type farmhouse, one large 
room, perhaps, and later on sections added onto it. It had large raft- 
ers hanging low in the basement, the low ceiling type and everything. 
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And the house was very poorly constructed. There was no doubt about 
it. They had wall-to-wall carpeting in this place. I think that was 
to cover up the fact that the floors sagged as I walked through. 

Now, they were asking $11,000 for this house, $1,500 down. The 
broker told me that he could get me a loan on condition that I submit 
the original copy of my discharge. 

Well, after seeing the house, of course, I wasn’t even interested. I 
wouldn’t pay him a thousand dollars for the place. But those are 
the types of things we are running into. Those are the types of 
homes that are up for sale. I just question that the man could get 
a GI loan for a place like that. I don’t know how it would ever pass 
the appraisal. But less the people in Cincinnati think that there are a 
lot of GI loans being offered when these things are advertised in the 
paper, perhaps if they would go out and look at the various places, 
they might find something interesting to themselves. 

Mr. Ayres. Well, Lawrence, how long have you been looking for 
a house? 

Mr. Crowe. Well, sir, at least a year and a half with true interest. 
I have really looked hard. I have talked to many real-estate men. I 
have talked to several building and loans. I have talked to builders 
that would build a home, the prefab type. 

Mr. Ayres. Have you a family? 

Mr. Crowe. Yes, I have 1 child, a boy 214 years old. 

Mr. Ayres. What price range are you looking for? 

Mr. Crowe. Well, depending somewhat upon the downpayment. 
I think that the Government type of loan, 4-percent loan, calls for 
$6.06 per thousand. I have always been told a good budgetary rule 
of thumb is that you should pay the approxim: ite 1 week’s earnings for 
your home, so I think if that is the case, I would only be able to go a 
leak below $100; between $75 and $100 per month, 

Mr. Ayres. What type of work do you do? 

Mr. Crowe. I am in the contract department, contract operations, 
of General Electric, the jet engine plant at Evondale. It is accounting 
and some law review work. 

Mr. Ayres. Are you primarily interested in the downpayment 
and the monthly payment, rather than the interest rate on the un- 
paid balance? 

Mr. Crowe. Well, that brings up a point, Mr. Ayres, that I have 
and a good many other fellows have. If the present interest rate of 
4 percent is not competitive with the other types of commercial loans 
in the city, I think that I have no particular objection to, for instance, 
4% percent, and if that is the pace that we must maintain I am willing 
to go along with it. 

Mr. Ayres. We have had testimony all day long from individuals 
associated with the industry, both from the lending point of view and 
from the building point of view, and they have all, with the exception 
of one builder, complained about the interest rate, and testified that 
should the interest be raised there would be plenty of homes available 
at the prices veterans could afford to pay. And the thing that we 
have been trying to get to the bottom of is to determine whether or 
not, in the minds of the GI's, the interest rate is to be considered a 
benefit. 
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Mr. Crowe. Well, sir, I can talk from only a small segment of the 
people in Cincinnati that are looking for the loans. I use people 
that I work with as examples. I talked to several people today about 
this very hearing this evening. And in some of the articles that ap- 
peared in the newspaper yesterd: ay, my name was mentioned. Some 
of the people have asked me about it. Several of those that I have 
talked to today have expressed the opinion that they do not object to 
414 percent, or even 5 percent. 

The thing that young people can’t get is the downpayment that is 
required at the present time. 

Mr. Ayres. How old are you? 

Mr. Crowe. Twenty-nine. 

Mr. Proury. What is the downpayment that it has been suggested 
you would have to pay to get a home now ? 

Mr. Crowe, In Cincinnati? 

Mr. Prouty. Yes, percentagewise ? 

Mr. Crowr. I have mentioned here before that one of the building 
sections in Western Hills asked for $1,500 down. And those homes 
were selling for $14,750. Now, they included approximately $1,000 
with the utilities. 

Mr. Bonry. That would look as though it would be about a 10-per- 
cent downpayment, then. 

Mr. Crowe. That is right, siz 

Mr. Bonin. Have you given any thought at all to the length of 
time a mortgage should run? 

Mr. Crowr. Well, I have some friends who have loans. I have one 
friend in particular that has a loan in Columbus, Ohio. He paid $250 
when he bought his home, in June of 1950. They have these large 
projects. They are in the northeast section of Columbus. Now, their 
payments run about $67 per month and I believe that includes their 
insurance and taxes. 

Mr. Bontn. In reference to this home you spoke of in the western 
part of Cincinnati, could you tell the committee as to what period of 
time your loan would run on that particular purchase ¢ 

Mr. Crowe. No, sir, I couldn't. 

Mr. Bonrn. You did not discuss that ? 

Mr. Crowe. I didn’t discuss the time of the loan. That is right, sir. 

Mr. Bonin. I was wondering whether that would be over a 20-year 
period. 

Mr. Crowe. I cannot report the exact monthly payments that 
would have been required under that particular loan in Sharonville. 
I can tell you the downpayment was $1,500. The total purchase price 
of the home was $11,000. 

Mr. Bontn. Oh, the total price was $11,000? 

Mr. Crowe. $11,000. That is correct. I am using a different illus- 
tration. I am speaking of a home in Sharonville, this old-type place 
I went out to look at, located on top of the hill there. In the Western 
Hills section, those homes are either 15- or 16-year loans. I am not 
sure. 

Mr. Ayres. Well, Lawrence, are you looking for a home where you 
will be able to buy it for the 5-percent downpayment, because that was 
the minimum provided under the law; or are you considering it from 
the point of view of what you can afford to put down! Ido not want 
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to pry into your personal affairs. That is none of my business. But 
we have run into that in the past, where a man said, “This is the law. 
Why can they not adhere to it?” When oftentimes he could have 
found a home suitable to his needs if he had wanted to make a larger 
downpayment. 

Now, I am not condoning the request for the larger downpayment. 
I am just asking to find out whether that is the problem here or not. 

Mr. Crowe. My problem is in downpayment. I will say that first 
of all. I think that we should be able to afford housing for a thousand 
dollars down. Perhaps a two-bedroom home with maybe an un- 
finished second floor that could be enlarged at a later date. 

Mr. Ayres. In other words, you take this position. You were gone 
for 3 years in the service, and you came back, and in the mes intime. you 
have not been able, like many of us, to accumulate enough to make a 
substantial downpayment and still carry on the standard of living 

that you are entitled to. And the law says that you could buy a home 

9 a small downpayment. And if the law is adhered to, you will 
be happy. If it is not, you are left out in the cold, like thousands of 
other veterans. 

Mr. Crowe. Well, that is true, Mr. Ayres. I think that the law 
being 5 percent, if that is correct—I think maybe in my case I might be 
willing to go to 10 percent. 1am saying it right now. I mean, it is 
just too bad. It is20and 25 percent. Ihave seen them for 30 percent 
onup. And everyone I have talked to so far has complained about the 
large downpayment, much more so than the raise of the interest rate 
from 4 percent to 414 percent. 

Mr. Ayres. Are you a member of veterans organization? 

Mr. Crowe. No, sir, not at the present time. I was a member at one 
time. 

Mr. Ayres. You are familiar with the testimony, I presume, that 
many of the veterans organizations have given that the rate should 
not be increased / 

Mr. Crowe. Certainly. Iam familiar with that. 

Mr. Ayres. Are you of the opinion that you are being deprived of a 
home because the lending institutions do not want to loan at the present 
rate of 4 percent? 

Mr. Crowe. I think that is the answer that the lending institutions 
give you when you ask them about a loan. They say that the 4 percent 
leaves them without a profit, and they are paying maybe 3 or 314 per- 
cent on their savings. 

Mr. Ayres. What is your opinion ? 

Mr. Crowe. Well, we are only about a hundred miles from Columbus, 
and they are certainly making 4-percent loans up there. I was up 
there 2 weeks ago. They have this large project up there. You can 
buy a home, a small- -type home for a sm: all family, 4 rooms, 2 bedrooms, 
and then an unfinished second floor, and you can buy those houses for 
$600 down. 

Mr. Ayres. Well, we have affidavits on file with the committee from 
some of the people who have bought those homes, and it is true in many 
instances that they have made the small downpayment. But’ they 
have also had a service charge, and they have had a legal fee to pay. 
and they have had other expense added to it. And we are not at all 
convinced that they are getting by as cheaply as it appears to the 
average layman on the sur rface. 


~~ 
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Mr. Crowe. Well, if those hidden fees are there, I suppose that the 
deal might not be what it is advertised as being. I do not know that. 
I have not investigated that far. I have talked to a young man that 
owns a home in the project, and he seems to be well satisfie d with his, 
and he purchased it in June of 1950. He paid no additional fees, and 
only $250 down. 

Mr. Ayres. The only help that I can give you, and I do not think 
that this is much help here this evening, would be to refer you to a 
contractor who testified that he could get loans. However, it is the 
responsibility of this committee, Lawrence, to not only attempt to help 
solve your individual problems but what appears to be the problem of 
thousands of veterans throughout the country. And I can assure you 
that sometime between now and June 1, there will be a recommenda 
tion made by this committee. And I sincerely hope that your prob- 
lem and those of the other GI’s will be corrected. 

Mr. Crowe. You spoke of talking to a contractor that can get these 
loans. Now, I have talked to a contractor myself, and he offered to 
build a house, the prefabricated type, the peaseway, made over here 
in Hamilton, Ohio. He offered to build a house in the neighborhood 
of $11,000 to $11,500. Now, with that, he wanted you to have your 
own lot. It could not have any mortgage attached to it. It had to be 
a free title. And you had to have approximately $1,500 down. 

Now, in that deal was the $150 fee for discounting the note. And I 
was told by a real estate broker that I asked about that if it was a 
good proposition, that perhaps it would be worth $150 for me to get 
a loan. They say they are perfectly legal. Then I was told by the 
real-estate broker that there 1s also some heavy insurance that you pay 
to carry when you do that. That runs it up to maybe $250. Now, 
those are the types of things that I have run up against trying to get 
a loan. 

Mr. Ayres. Do you want a two-bedroom house? 

Mr. Crowe. Yes, sir; with the possibility of enlarging it, for 
instance, with an unfinished second floor. 

Mr. Ayres. Well, Lawrence, I do not want to put this gentleman 
on the spot that testified that he could handle things around town. 
However, I will write him a letter. It is the type of home he builds. 
And I would be only too happy to see that he gets in contact with you. 

Mr. Crowe. All right. I would be happy to have him get in con- 
tact with me. 

Mr. Ayres. And perhaps he has what you want. 

Mr. Crowe. Very good. He isthe man that I have been looking for, 
[ suppose. 

Mr. Ayres. If he does not provide the home that you want, I repeat 
that I hope that through the work of this committee and the coopera- 
tion of all those like yourself who have been so kind as to express their 
views to us, we will be able to come up with a program that will be 
satisfactory to everyone concerned. 

Any questions? 

Thank you very much. 

Mr. Crowe. Thank you very much. 

Mr. Ayres. Vincent Walter ? 

Will you state your name and address, Mr. Walter. 


32093—53 21 
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STATEMENT OF VINCENT G. WALTER, CINCINNATI, OHIO 


Mr. Watrer. Vincent G. Walter, 1008 Overlook, Cincinnati 38, 
Ohio. 

Iam amachinist ona railroad. I have been there for 11 years, and 
I have served 3 years of it in service. I was overseas. 

Well, I have come back and been married here in the course of a 
year and a half. So we decided we would work for a home. Well, 
the both of us worked for a course of 6 years now, just about. Last 
year we thought we would buy a home. We figured on enough for 
one extra bedroom for our children, for a child or so. Well, we looked 
at a beautiful home. It was a little bit above our heads in a way, but 
we were going to try to take the chance. It was two-family. In 
other words, it was built on the way of a mother and daughter home. 
It had the entrance to the one family’s home to get outside, from the 
second floor. 

So we were going to try to get it, and we went down and got the 
appraiser. The house was going to sell for $24,000. That is what the 
builder wanted. It was a builder and owner. We had the appraiser 
come up. He looked at it, and he appraised it for $22,500. 

Well, I don’t know. It just seemed like this home was really more 
of the deluxe-type custom-built home. The builder himself was not 
a builder. He was a plumber by right, and when he went into the 
building trades, he put everything into it that he wanted. And that 
is what this custom-built home was. 

But it seemed like the appraiser they had just never looked at all 
the items. Instead of 10 concrete brick for the foundation, he had 11; 
just a little bit extra of everything. 

Mr. Ayres. Is your compl: int, Vincent, that the appraiser did not 
appraise the property for its true value? 

Mr. Watter. That is right. It seemed they hit just a little bit 
below, when they do appraise. That was last year. 

Mr. Ayres. Did you think it was a good buy? 

Mr. Watrter. Yes; I did. 

Mr. Ayres. Would your income have been sufficient to have war- 
ranted the purchase of the house? 

Mr. Watrer. Well, that was another thing. Now, the building and 
loan that we were going to go through—well, this builder was the one 
that was going to guarantee us the loan. He went to the building and 
loan and talked to them saying we had enough for a fourth. It was 
something like $10,200, by right, that you really needed down, but he 
was swinging the deal ‘for us to get it for the $5,600 down, because it 
was a 2-family. He was going for a 2-family home. 

Mr. Ayres. Have you found a place in the meantime satisfactory 
to you! 

Mr. Watrer. Well, no, we have been looking at other types. We 
changed our mind, and instead of looking at 2-families, we 
were looking for the investment part there, but now we decided to go 
and look for 1-family, and it just seems like the real-estate men do not 
even want to talk GI loans now anymore. And we noticed in the 
paper one time where there was a house being settled for an estate 
and it was claimed that they would get a 4-percent interest very easily ; 
that was the paper that stated for that home to be sold; the 4-percent 
interest very easily gotten. 
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Mr. Ayres. How much can you afford to pay down, Vincent, on a 
home ? 

Mr. Watrer. I could probably go around $9,000. 

Mr. Ayres. $9,000 down ¢ 

Mr. Waurer. Yes. But both of us have worked for the course of 
6 years. 

Mr. Ayres. You are doing all right. 

Mr. Waurer. Now, we do not want to put our money out just silly. 

Mr. Ayres. I do not blame you. 

Mr. Watrer. So we are looking for something that is about $15,000 
or $16,000, now, where you can reduce the payments 

Because we have that peak season right now, where if things did 
go bad, we would not be able to keep the payments up. 

Mr. Ayres. Well, you are to be commended, Vincent, for having 
been thrifty, and you and your wife going. 

Mr. Watrer. I give most credit to my wife. 

Mr. Ayres. Well, most of us would have to. 

But on the other hand, you are placing yourself in a little different 

category than what the intent of the GI program was. Because the 
intent of the program, as you well appreciate, was for a fellow to get 
a home quickly and to get established, when he did not have any down- 
payment. Now, due to your fine efforts and your saving and your 
wife’s cooperation, you have placed yourself in a far more competitive 
position than the average man who never carried an M-1. 

Mr. Watrer. Yes. You are right there. 

Mr. Ayres. So I think, with the loans that are available on a 
conventional basis, you should not have any trouble. 

Mr. WALTER. Well. we can get a 114, pe reent, We have been told 
that. But it is not in the GI loan. 

Mr. Ayres. Well, the GI loan is not going to have a lot to offer in 
your case, 

Mr. Watrer. All right. If the GI loan did go up to 414 percent, 
would that have any effect on the appraiser then? Would they 
appraise the house for the right figures 

Mr. Ayres. Well, as thrifty as you are, Vincent, you are going to 
have that thing paid off in 4 or 5 years anyway. 

Mr. Watrer. I don’t know about that. We have looked at homes 
$15,000 or $16,000, and the payments we would have to meet are $50 
to $60 without any taxes or insurance. And together with that, 
that brings it up to 1 week’s pay. Now, my wife isn’t going to work 
all the time. 

Mr. Ayres. We had what I thought was a very fair witness in here 
this afternoon, who is anxious to make loans. And I do not want to 
refer evervbody to this contractor, but I would suggest that you con- 
tact Mr. Walter D. Shultz. I will give youthiscard. He is president 
of the Federal Home Loan Bank of Cincinnati. And it has really 
put you at a disadvantage, when you are making bus re deals, for 
me to ask you how much you could afford to put down. That should 
be your own business. So when you go in to see him, don’t you tell 
him. Maybe he will not have he ard about it. 

But with the position that you are in, from a financial point of view, 
I am quite certain that any property that you find that you want to 
buy, you will not have any trouble negotiating a loan at a fair interest 
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rate. Because anything that we do, Vincent, on this GI program is 
not going to affect you. 

Mr. Watrer. Well, if you had kept it at 4 percent, it would. But 
I can understand how you can’t. 

Mr. Ayres. Even though the interest rate should be kept at 4 per- 
cent, and the loan is not available, that does not help you. That is the 
situation you are innow. Do I make myself clear? 

Mr. Watrer. Yes. 

Mr. Ayres. But with a substantial downpayment, as you have been 
able to accumulate, I do not think you will have any trouble if you 
find the property that is suitable to you and can get hold of the right 
man in a lending institution who can appreciate your problem, which I 
certainly do. 

Mr. Watrer. Well, we have not seen anything yet that we really 
want to stick our money into, though. 

Mr. Ayres. You cannot blame that on the Veterans’ Affairs Com- 
mittee or on the contractors, of course. It may be that, you having 
saved this money, naturally you want to be careful where you invest it. 

Mr. Waturer. That is right. And that is why we want a GI, because 
of the security. And the way we understood when we first started, you 
get the first year’s interest free, and there are a lot of other angles. 
There is a more secure part to it. 

Mr. Ayres. Well, that is true, Vincent. But you have been far more 
lucky than 99 percent of the GI’s. 

Mr. Watrer. That is right. 

Mr. Ayres. So you find yourself in a different position insofar as 
the intent of the law is concerned. You are actually competing on the 
open market, and with the amount of downpayment you have, if you 
do not find anything you like, you can build something, with that 
amount of downpayment, that will be to your liking. 

Mr. Wavrer. That is all right. But if you contract a job for such 
and such an amount, it just seems like the contractor is going to start 
sticking in cheap stuff on you, unless you could get the GI loan to keep 
them investigating that. 

Mr. Ayres. That is what so many fellows are under the impression 
of, but if they get a VA Joan they are guaranteed a good house. 

Mr. Water. That is right. 

Mr. Ayres. And unfortunately, that is not the responsibility of the 
Veterans’ Administration. They inspect it as to the plans and speci- 
fications that are submitted to them. But you have to be an intelli- 
gent young man to have saved that much money, and I do not think you 
have anything to worry about as to anybody cheating you. I do not 
think they will do it. 

But I would appreciate your contacting Mr. Shultz and then drop- 
ping me a note and letting me know how you make out. But unfortu- 
nately your problem is one that I am afraid this committee is not going 
to handle, outside of making a recommendation of somebody for 
you to go and talk to. x 

Mr. Water. O. K. Thank you very much. I appreciate that, Mr. 
Ayres. 

Mr. Ayres. Don Wood, please. 

Will you state your full name and address? 
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Mr. Woop. Don Wood, 5513 Carron, Bridgetown. 

I have here the first and third of three successive appraisals by the 
VA on my present home. My contention is that they are not apprais- 
ing at the correct or reasonable market value. 

I went through this a year ago, a year and a month ago. I think I 
can tell the whole story. 

Would you like to see these ? 

Mr. Ayres. Have you talked with the officials at the Veterans’ Ad- 
ministration on your complaint regarding the appraisal ¢ 

Mr. Woop. Yes, sir. That has been aired quite well. 

But the point as I see it is this: There is from my understanding 
seven hundred-some loans that have been made in Hamilton County. 
There are almost 350 financial institutions in that neighborhood that 
make real-estate loans. The number of GI’s getting loans is insig- 
nificant. None. I don’t know of a single veteran that has gotten a 
loan since the early days of the VA. 

Mr. Ayres. Well, we have had testimony here today, Don, that has 
shown that some loans are being made. 

Mr. Woop. Yes, preapproved construction loans, particularly I 
should say on houses other than new construction. It just seems to 
be impossible, or next to impossible, to get a loan put through if you 
are buying something in new construction. Then I understand it is 
fairly difficult. I went through all the trials. I was three years in 
the process of looking. I used a checklist to rate the homes. I 
tramped through 300 of them. I finally decided on a house. I 
thought I had a terrific buy. And the appraisal was probably 30 
percent under the market value. 

Mr. Ayres. You mean you thought you had a good deal? 

Mr. Woop. That is right. This was a bonanza, I thought. So I 
was informed by all my friends, “No chance of a GI loan.” I went 
to lending institutions. They said, “We wen’t okay any loans. For- 
get it.” Or else they tried to talk me into a higher interest rate. 
“Really, there is no advant: ge, ”* they said. “Why don’t you take 
one at 414% Itisanice deal.” Or 5 or what have you. 

Well, I pursued it further, and after all this effort, which I didn’t 
care for, I got my first appraisal which you can see, and I went down 
and said, “What is it?” And I was informed at first that they were 
very accurate, and I am sure they are very accurate in their technique 
in fingering these loans. Their technique is good. I do not think 
they allow possibly for a real-estate commission or profit on the 
builder if it is a new sale, or depreciation to the older owner. But I 
asked for an appeal, and after pointing out several errors in the 
description of the property, I was accorded an appeal. But the price 
was not going to be upped very much. And it was not. 

So I went to the officers, and I said, “I would like to appeal from 
this, inasmuch as the first one was inaccurate in description.” I was 
going to consider the second one my first one, since the first one was 
inaccurate. And I was informed I would have to see someone else. 
So I waited awhile and talked toa gentleman. And finally I saw one 
of the more important officials, and he said, “You had your appeal. 
Get out.” That was it. That is the treatment accorded a veteran. 
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, before I go on, I want to say that I went to the top. Mr. Fitz- 
ge rat was very adequate in the situation. The problem is okay as 
far as I was concerned. 

But still the GI’s aren’t getting loans. I have bought a house. I 
am satisfied. But the GI loans aren’t available. I want to know 
why. 

Mr. Ayres. That is exactly what we are attempting to find out 
ourselves. 

Mr. Woop. The bankers are here, I understand, trying to get more 
money on a partially secured loan, a guaranteed loan. They want 
more than 4 percent, when some common stocks do not pay 4 percent. 
They want it guaranteed, at least part of it, and still get 4 percent or 
more. I don’t understand that. But the main thing is the VA 
appraisal. It is no good. It is a waste of $17.50. I paid $17.50 
for 3 of those pieces of paper. None of them mean anything, because 
they are under the value. I was told ahead of time. That is why 
I am so burned up. They said, “Don’t fool with them. You are 
wasting your time.” So, against my better judgment, I put in a 
month on that thing. 

Mr. Ayres. According to the information you have presented here, 
Don, on April 20, 1952, you had an established reasonable value of 
the property listed at $14,000. 

Mr. Woop. That is correct. 

Mr. Ayres. Then on May 6, you had an established reasonable value 
of the property at $16,000. 

Mr. Woop. That is correct. There is one in between. If I had 
enough appeals, I figured I could get it up there, but I could not keep 
it up. 

Mr. Ayres. How high did you want to get it? 

Mr. Woop. To the purchase price, which was a little bit higher than 
the figure you see there. 

Mr. Ayres. What was the purchase price? 

Mr. Woop. $17,500. The discouraging part of it is that there just 
isn’t any veterans’ benefit. The whole thing is a hoax. A few, a 
handful, of veterans, are benefited by it. But the majority aren’t. 

At this particular time, over a year ago, the downpayments were 
more strenuous than they are today. The main advanti age was the in- 
terest rate. What is the sense of it? Why go down there and pay 
$17.50 to have an appraisal, to have a man go out there 3 times? It is 
foolishness. 

Mr. Ayres. Have you had any other individual familiar with con- 
struction appraise the property ? 

Mr. Woop. I had about 10 people out. The VA arranged for a 
joint appraisal, which was very satisfactory, except that the people 
representing me, the people I arranged to get the loan through, were 
not interested at the time in making a GI loan. They were ‘doing it 
as a favor, an exception. And my gentleman didn’t get out there. 
They decided, well, they didn’t care. The key wasn’t available at 
the time, or something. So they didn’t make the appraisal. 

The setup was fine, in the administration, after I got to the top 
echelon. But to begin with, you are an animal when you are in there. 
You are just tric ked around. 

Mr. Ayres. Do you have the house now ? 


cath 
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Mr. Woop. I purchased that home. And I am very happy about it. 
But that does not help the other veterans, who are still wasting their 
$17.50 and their time. 

Mr. Ayres. How high did you finally get the appraisal ? 

Mr. Woop. That is the last one. You missed the one in between. 
There wasn’t enough crow to be eaten. That was all they could give 
you. 

Mr. Ayres. And you are happy with the home? 

Mr. Woop. I am happy. I am not happy that the veterans other 
than myself are getting the same routine. 

Mr. Ayres. Did you get a 4 percent? 

Mr. Woon. No, I p: id 114. For some reason, they say that is better 
than 4. They sell most of the people. That isthe trouble. Most of the 
GI’s never get to the VA to begin with. Your instructions are to go 
to the lending institution first. And they say, “Do not fool with it. 
The fellows don’t know any better. 

Mr. Ayres. What kind of a position do you have? 

Mr. Woop. I am a purchasing agent. And I put a lot of time in on 
purchasing that house. 

Mr. Ayres. Well, you are to be admired for your tenacity. 

Mr. Woop. I am only interested in getting the thing on something 
like a third. 

Mr. Ayres. You sat here and listened to some of this testimony tiis 
morning ? 

Mr. Woop. Just a little bit. I was on my lunch hour. 

Mr. Ayres. Is your boss here tonight? 

Mr. Woop. No. He doesn’t approve 

Mr. Ayres. You heard the testimony along the lines that loans are 
not available? 

Mr. Woop. I didn’t have that trouble. The Eagle Savings and 
Loan, for one, was eager to make it. I didn’t try throu gh them, be- 
cause someone represented a firm, as a personal thing. They said, 
“You will like to do business over there.” And they made an 
exception. 

Mr. Ayres. Then the basis of your testimony is that you had a lot 
of trouble getting a house. 

Mr. Woop. I had an awful lot of trouble with the VA trying to get 
an appraisal that looked like it made any sense at all, or was worth the 
effort of having a Veterans’ Administration in Cincinnati here. 

Mr. Ayres. Well, probably, due to the nature of your work, and 
someone having made an initial mistake. But I would say that 
anybody who could accomplish a $2,000 increase in appraisal from 
April 20, 1952, to May 6, 1952, was a pretty good man. And that is 
what you did. And as to whether or not the $16,000 appraisal was 
too high or whether the $14,000 appraisal was too low, without seeing 
the property, I would have no way of knowing. 

Mr. Woop. That is right. That is unimportant. 

Mr. Ayres. But these questions have come up, and since you have 

raised the issue, and I think Mr. Fitzgerald will cooperate, I would 

like for him to give me the case history of this, because it may be 
that what you experienced here will be of help to the committee in 
bringing out this overall problem. 
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We thank you for coming down. I am glad you got the home. 
God bless you. 

Mr. Woop. Thank you. 

Mr. Ayres. Mr. Jesse Hill. 

Will you state your name and address, Mr. Hill. 


STATEMENT OF JESSE HILL, READING, OHIO 
Mr. Hit. Jesse Hill. My address is 112 Vorhees, V-o-r-h-e-e-s, 


Street, Reading. 

Well, I guess I am here for about the same as the rest are, on how 
to geta loan. 

I had a chance to get a house. Well, in fact, I had the first choice 
of it, from more or less a friend. And I was getting the house even 
cheaper than she was asking other people. And I tried to get a GI 
loan. Well, that was out. They couldn’t even touch it. Then I tried 
to get any kind I could. And the downpayments on the homes were 
just so much I couldn’t meet them. That is all. I just wondered how 
they expect a poor man to buy. 

Mr. Ayres. How much, Jesse, can you afford to pay down on a 
home? 


Mr. Hitz. Well, I can do a little better now, but at the time, I could 
go $2,500. 

Mr. Ayres. You say you can do a little better now? 

Mr. Hitz. Well, a few dollars more. 

Mr. Ayres. If homes were available for a 5 percent downpayment, 
then you would be able to buy a very nice home, to your satisfaction ? 

Could you talk just a little louder? 

Mr. Hitt. I don’t know just how these other loans—what interest 
rate they based theirs on. When I was trying for the GI loan, they 
stated the reason they could not do it was the 4 percent. If they ‘could 
get 41%, they said they would issue them. 

Mr. Ayres. You say that you could pay $2,300 down without crowd- 
ing yourself? 

Mr. Huu. That is right. 

Mr. Ayres. And if you found a house that was to your liking, would 
you be willing to pay 414 percent, if you could get the loan O. K.d 
immediately ? 

Mr. Hitz. Yes, I would pay 414 percent for that. That was the 
only one I tried to buy. 

Mr. Ayres. Well, would you pay 5? 

Mr. Hitz. I guess I would. 

Mr. Ayres. Would you pay 514? 

Mr. Hix. You keep on going up, and I can’t pay it. 

Mr. Ayres. The reason I asked you that question: The argument 
we get is that the veteran in not concerned with the interest rate. All 
he wants to know, they say, is how much down and how much a month 
the payments are. 

Mr. Hix. It is the rate on it, too. It is the interest. That is what 
makes it go so high for you. That is what makes the down payment 
so high. 

Mr. Ayres. How long have you been out of the service, Jesse? 

Mr. Huw. Six years. 

Mr. Arres. What type of work have you been doing? 
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Mr. Huo. Truckdriver. 

Mr. Ayres. Are you making any more money today than you made 
in 1946? 

Mr. Hitt, Sure. 

Mr. Ayres. Do you think that a half percent increase in the interest 
rate, supposing it was pegged at 414, would be unfair, based on the 
rising costs and the additional money that most people have made in 
that period of time? 

Mr. Hitx. You mean unfair to the bank, or the loan company ? 

Mr. Ayres. Unfair to the veteran. 

Mr. Hix. For him to pay a half percent more? 

Mr. Ayres. A half percent more than the veteran paid in 1946? 

Mr. Hitz. No, I wouldn’t say it would be unfair to him. 

Mr. Ayres. Well, I hope, Jesse—and I will have to give you the 
same answer that I gave one of the other gentlemen—it is the responsi- 
bility of our committee to attempt to get legislation passed by the 
Congress that will make it possible for the veterans to get a home. 
And I hope that some time between now and June 1, that will be 
passed, and that the legislation will not only help you but the other 
GI’s who find themselves in the same position. 

Mr. Hix. Well, they would have to get that down payment down 
where they could meet them. 

Mr. Ayres. In the overall picture, that is true. But in your case, 
providing the down payment is 5 percent—and I do not imagine you 
are at all interested in buying a $40,000 home. 

Mr. Hitt. No. This one that I was speaking about I could have 
gotten for $12,000. 

Mr. Ayres. So your downpayment should be ample to take care of 
a house in that category. 

Mr. Hix. It may under the GI loan, if you could get it. But it 
wouldn’t with the others. The cheapest I could get on a downpayment 
was $2,400, and that was without it being appraised, and they said it 
is very seldom that it is appraised for as much as they are asking for 
it. Otherwise, it would be more—the downpayment. 

Mr. Ayres. Well, you hold onto your downpayment, Jesse, and if 
by August 1, this situation has not been clarified, you write me a letter 
down in Washington and tell me what you think of me personally. 

Mr. Hitt. You done got one letter. 

Mr. Ayres. I know, and I appreciate it. We will do our best, then. 

Mr. Huw, Thank you very much. 

Mr. Ayres. Are there other persons in the audience who would like 
to express their views, whose names we do not have here on the list ¢ 

Yes, ma’am. 


STATEMENT OF MRS. VINCENT G. WALTER, CINCINNATI, OHIO 


Mrs. Water. Now, I would just like to say one thing. 

Mr. Ayres. If you would step up here we could hear you a little 
easier. 

Mrs. Watter. I am Mrs. Walter, credited with saving all that cash. 

Mr. Ayres. Same address ? 

Mrs. Watrer. Same address. We saw advertised in the paper, in 
our local paper, last Sunday, a home. This house was supposed to be 
in Hamilton. There was a big picture of a house. It was an old 
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antique thing. Jt was “to settle an estate.” and it said. “easily financed 
at 4 nercent.” How can they finance at 4 percent, when the veterans 
can’t? I can’t get a 4 percent loan, and I have 50 percent to pay 
down on a house. I can’t get a 4 percent loan. How can they sell 
this thing and say, “easily financed at 4 percent”? Where is the 
money coming from ? 

Mr. Ayres. Conld you get us a copy of that ad, Mrs. Walter? 

Mrs. Water. I think I could. In fact, I cut one out. I hope I 
have still got it. 

Mr. Provry. At how many banks have you applied ? 

Mrs. Water. Three. 

Mr. Proutry. And they were all turned down? 

Mrs. Water. Oh, yes, absolutely. They would not even consider 
it. Four and a half percent is the best you can get. 

Mr. Bonrn. Mrs. Walter, is it possible that the executor of the 
estate was willing to finance it at 4 percent ? 

Mrs. Warrrr. That may be possible. It didn’t say who. It just 
said, “financed at 4 percent.” 

Mr. Bonty. It might have been some individual who would be 
willing to finance that particular property. 

Mrs. Water. Yes, it could be. But I noticed that in the papers. 

Mr. Ayres. If you send that along, we will be glad to check on 
that. And may I[ take this opportunity to congratulate you and 
your husband for the fine job you have done for him. 

Mrs. Warrer. Well, thanks. I hope we can do more. 

Mr. Ayres. Is there anyone else? 


STATEMENT OF WILLIAM F. APPEL, CINCINNATI, OHIO 


Mr. Apret. William F. Appel, A-p-p-e-l, 30 Gaul Terrace, Cincin- 
nati 15, Ohio. 

I don’t know what went on here this afternoon, what the contractors 
had to say or the real-estate men. This morning I was at the meeting. 
However, I find, in talking to real-estate men or contractors, that they 
don’t want any part of a veterans loan, a GI Joan. 

Now, I have asked numerous ones why, and they just tell you, “It 
is too much redtape to go through.” 

Mr. Ayres. What is your business? 

Mr. Arrer. I am a salesman. 

Mr. Ayres. Do you sell real estate? 

Mr. Apret. No, no. Another man and myself are manufacturers’ 
representatives. 

Mr. Ayres. You are not connected with the building industry in 
any way? 

Mr. Arrest. No, not at all. 

Mr. Ayres. Are you looking for a GI loan? 

Mr. Arret. A GI loan. 

Mr. Ayres. You are looking for a GI loan? 

Mr. Arret. A GI loan; yes, sir. Now, I have been on, oh, dozens of 
these projects, where they advertise homes. They don’t advertise them 
under GI. They just advertise homes. TI have talked to real-estate 
men, and I have talked to contractors. None of them want to touch 
a GI loan. The moment you mention a GI loan, they say no. They 
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want no part of it. I have seen nice houses for anywhere from $13,- 
000 to $15,000. 

Mr. Ayres. When were you discharged ? 

Mr. Apret. In 1946. 

Mr. Ayres. You have been looking for a home since ? 

Mr. Arve. No, I wouldn’t say that. I would say I started in maybe 
1951. 

Mr. Ayres. Well, as you know, we have only been in Cincinnati 
about just today, with our hearings, and naturally we have not been 
able to perform any miracles. 

Mr. Arren. No. 

Mr. Ayres. However, I will have to give you the same answer that 
I have given the other gentlemen. We have gone into this very 
thoroughly. We appreciate what the problem is. And we hope 
that in the near future we will be able to present legislation to the 
Congress that will correct it. 

Mr. Arret. Well, of course, before it is over, I want to bring up 
one other subject. There was—and it was last Sunday’s paper—one 
contractor who advertises in the paper FHA or VA loans. Now, I 
have been out to look at their houses, and they are nice houses. 

Mr. Ayres. Did he list an interest rate in that ad? 

Mr. Apret. Nope. No interest rate. 

Mr. Ayres. Did he list a downpayment ? 

Mr. Arret. No downpayments. I went out to look at the homes. 
After that, that evening, I called him. He gave me the price on a 
home, and I said, “Isthisa GI loan?” “Yes.” 

“Well,” I said, “I have been down trying to see about a GI loan. 
They haven’t said ‘No,’ but they haven’t said ‘Yes’ either.” 

He says, “Well, if you can get your own GI loan, we can get you 
a better price on the house.” 

I said, “But you can get me a GI loan?” 

He says, “Yes, but there is a lot of paper work and redtape that 
we have to go through to get them.” 

Mr. Ayres. I do not want to mention it here publicly but would 
you send the committee in a sworn statement the name of the con- 
tractor who made the statement to you that if you got your own loan 
he would give you a better price? 

Mr. Arret. Yes. Of course, it was all over the telephone, but I 
can cut the ad out of the paper and send that to you, too. 

Mr. Ayres. You have the name of the contractor? 

Mr. Arret. Yes; I have the name. 

Mr. Ayres. I do not want you to mention that here, but if you will 
send that to the committee in a notarized statement, we will appre- 
ciate it. 

Mr. Arprri. There was one other thing this morning that was 
brought up. It seems to be that it is pretty well settled that it is 
going to 41% percent. 

Mr. Ayres. I would not say it was pretty well settled. 

Mr. Apren. Well, every time it was brought up, it was brought 
from 4 to 414 percent. If 414 percent was necessary —— 

Mr. Ayres. You having heard the testimony, do you think it should 
be increased to 414 percent? 
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Mr. Aprrex. I do not know what it should be increased to. But 
I still agree that the building and loans should get a fair percent of 
return for their money. If 414 percent is adequate; yes. 

Mr. Ayres. If that is a fair return, you think they are entitled 
to it? 

Mr. Aprex. Yes. But if 4 percent is a fair return, that should 
be it. You can get loans at 5 and 514 on homes, but none of those 
homes that you are out looking for want to touch a veterans or GI 
loan. 

Mr. Ayres. If you will send along to the committee the name of the 
contractor who made that statement to you, we will appreciate it. 

Mr. Bonin? 

Mr. Bontn. What downpayment do they ask on the conventional 
loan ¢ 

Mr. Arret. Well, on a conventional loan, for a home of $14,900, I 
think they want $3,400 down. Now, I wanted to swing it on a GI. 
They won’t even talk to you on it. _They walk away. NoGI. I didn’t 
say $9,000, unfortunately. But 5 percent down, or 10 is all right 
with me. 

Mr. Ayres. Mr. Prouty? 

Mr. Proury. No questions. 

Mr. Ayres. Thank you very much, and I will look forward to re- 
ceiving that information from you. 

Mr. Arrex. Thank you. 

Mr. Ayres. Is there anyone else? 

Will you state your name and address? 


STATEMENT OF MRS. VIOLET COSTA, CINCINNATI, OHIO 


Mrs. Costa. Mrs. Violet Cosia, 6361 Meis Avenue. My husband 
has the flu tonight, so he couldn’t show up. But he is a city fireman. 
And we have had troubles. Of course, our trouble is downpayment. 
Firemen don’t make too much, and we have two children, and it is 
pretty tough. Next month we have to get out where we are. They 
need the house. Their children are bigger, and they need more room. 
So naturally we are going to have to go to an $85 or $90 rent. If you 
tell them you have two boys they just don’t even listen to you. Even 
in hundred-dollar apartments they won’t accept them. So my hus- 
band said, being as he is a fireman and is restricted to being in the 
city—that is another tough thing for us. Where there are reasonable 
houses to buy, maybe with smaller downpayments, they are out of the 
— limits. We have to stay in the city. That is only right. The 

taxpaye rs are paying their salaries, and we should stay in the city. 

sut he can’t understand why fellows out in the country can get full 
loans, and he couldn’t, and he has been in the fire department 11 
years and he has never had any trouble or never been in debt. 

Mr. Ayres. When was he discharged ? 

Mrs. Costa. Well, he was discharged in 1945, I think it was. And 
he was almost 30 years old when they took him, and they gave us 6 
days to break up housekeeping and when he came back we didn’t 
know any place to go. We had to go in with his mother. And, of 
course, he wasn’t making a full salary then. He just had been a 
fireman. And in fact they just let him stay out 3 months to finish 
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his fireman training so that when he would come out he would really 
have a job, which was nice of them, you know. 

Mr. Ayres. How long have you been looking for a home? 

Mrs. Costa. Well, we have been looking w ell over a year, sir. The 
house we were living in was to be sold. We figured we would have 
to get out then. So we had a small house in view, and we went down 
there, and they would just almost laugh in your face. They said, 
“Well, you might try 1 or 10 or 30 pl: wees.” So my husband said, 
Eagles’ would be most apt to lend. But when my husband c: alled 
them, they just said “No.” And I don’t know how many more he 
called. So that all fell through. We didn’t get it. 

In the meantime, the house was sold to someone else. Then the 
people that bought the house let us stay, but now their children are 
getting bigger, and they do need the rooms. 

Mr. Ayres. I do not mean to pry into your personal affairs, and 
if you do not want to tell me, do not tell me. It is none of my 
business. But what sees iyment would you be able to make ? 

Mrs. Costa. We figured ‘around $2,000. But they just laugh in 
your face with that. 

Mr. Ayres. You mean you can make a $2,000 downpayment and 
still you cannot find anyone that will take your loan? 

Mrs. Costa. No. And I have a brother that has $3,000 down, 
and they do not want to give him any. I don’t know, now, about 
lately, but he tried one loan company and they wouldn’t even accept 
it at all. We asked one and he said, “GI loan? Mv Lord, don’t 
mention that. I get sick to my stomach when you say ‘GI loan’.” 

And then we had a friend, and he went to a company, and they 
said, “The Government wants to help yout Then let the Govern- 
ment give you the loan. That is all I have to tell you.” And she 
has her husband with cancer of the liver and they are still living 
there, and they can’t do anything about it. 

Mr. Ayres. You know, Mr. Shultz is really going to love me. 

Mrs. Costa. Mr. Shultz is really going to take a beating. 

Mr. Ayres. Have you talked to him? 

Mrs. Costa. No. 

Mr. Ayres. Go down and see him. 

Mrs. Costa. Well; in my category, we would have to buy a two- 
family, because we would have to have an income to help us along. 

Mr. Ayres. He is vice president of a bank and he testified here this 
afternoon. 

Mrs. Costa. Where has he been hiding? How come he is just com- 
ing outin the open? He must have hid. 

Mr. Ayres. I think he has been available. But this is the first time 
a congressional committee has called him up to let us know what he 
knew. 

But I do think, based on the testimony we have heard here, that in 
instances where you had good credit, and I happen to know that 
to be a fireman you have to have good credit—— 

Mrs. Costa. You are not kidding. 

Mr. Ayres. And with the amount of downpayment you have, there 
is no reason why even as difficult as they are to get, you have not been 
able to get a loan. 
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Mrs. Costa. But I can’t understand now, too: My husband had to 
go into the service. It is his duty. It is his country. But during 
the war there were men sti vying here that were buying houses for 
¢200 down, for $300 down. And I mean really that was not fair, 
And then the poor veteran comes out, and nobody cares about him, 
where he is going to go. Now, my husband would not have had to go 
into the service. He would have been making all kinds of overtime 
and everything else, and we would have been sitting pretty. But we 
had to start a family some time. We had to start it during the war, 
or we would have been old and gray, I think. 

Mr. Ayres. I have three children when I went away, and when I 
came home something worse happened to me than what is happening 
to you. They sent me to Congress. 

Mrs. Costa. Well; it is kind of tough. It is everybody’s country. 
You should fight for it, of course. 

Mr. Ayres. You are absolutely right. And most of the testimony 
we have had there, they were requesting larger downpayments, and 
I think in view of the fact that we have not had any more com- 
plaints on not being able to get the homes than we have, in view of 
the fact that these men were so cooperative today, I want you to go 
down and see—— 

Mrs. Costa. Mr. Shultz? 

Mr. Ayres. Mr. Shultz, and then drop me a line and let us know 
what he has to say. 

Mrs. Costa. Why couldn’t the Government lend the downpayment 
and finance the balance? They couldn’t do that? Say they would 
lend the veteran a downpayment. Then maybe some of these fellows 
would be willing to finish the loan for them at a certain percent. 

Mr. Ayres. Well, I think you are to be congratulated, like the other 
lady, Mrs. Walter, who was also able to help her husband save the 
money. And if, perchance, the lending institutions here are not in- 
terested in accepting a loan from you, I hope that by the Ist of August, 
the situation will be corrected so that you will be able to get it for 
perhaps a smaller downpayment. 

Mrs. Costa. Well; you see, that is what is tough. Just like IT am 
telling you, we have to be out next month. We have orders to be. out 
by the 15th of May. In the meantime, suppose we find a house and 
had to pay that high percentage and high downpayment. Because 
we will be forced to do it. TI can’t pay $85 or $90 rent, when I can 
be putting it in property, getting a 2-family, getting an investment: 
What am I going to do between May and August? ? Because this rent 
control board is just about as bad as the GI loan business. They don’t 
give you a break either. 

Mr. Ayres. I am thankful that we do not have to get into that. 

Mrs. Costa. You ought tobe? You think you have trouble? 

Mr. Ayres. But you go down to the banker on Monday and tell him 
you have a house you have picked out that you want to buy, and you 
let me know. 

Mrs. Costa. All right. Thank you. 

Mr. Ayres. Is there anyone else who cares to express his views be- 
fore the committee? 
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FURTHER STATEMENT OF JOHN L. YOWELL, CINCINNATI, OHIO 


Mr. Yowetx. I appeared briefly this morning on behalf of the 
American Legion. I would like to now say something as an individual. 

My name is John L. Yowell, 2702 Edroy Court, Cincinnati 9. 

We have all heard, throughout the day, the difficulty in obtaining 
GI loans at this time, and 1 wonder if the committee’s attention has 
been called to a technical bulletin which was issued by the Veterans’ 
Administration on March 17, its Technical Bulletin 4A-135 on credit 
rating. 

If the Veterans’ Administration faithfully follows that bulletin, 
nine-tenths of the loans which are now on their books could not have 
been made, and it will effectively prevent most GI’s from making loans 
in the future. 

Mr. Ayres. Mr. Yowell, we find in taking things up of that nature 
with the Veterans’ Administration it is most helpful to have a letter 
from the individual who has registered that complaint. And I just 
wonder if it would be in order to ask if you would state that in a letter 
to the committee. 

Mr. Yowe tt. I will be glad to, sir. 

Mr. Ayres. It would be far more effective than put it here in the 
hearings. 

Mr. Yowr.u. I would be glad to. I just wondered if the committee's 
attention had been called to something which will put an additional 
block in the way of GI loans. 

Mr. Ayres. I am familiar with the bulletin, but it will mean a lot 
more from someone in your position as a veteran and as a veterans’ 
leader and as someone familiar with the lending business, to send 
the letter. You just address it to me, personally, in Washington. It 
will be quite helpful and will be most appreciated. 

Mr. Yowe.tu. Thank you. 

Mr. Ayres. If there are no other witnesses, I wish to take this op- 
portunity to thank all of you who have been so patient with us today. 
I want to thank the Veterans’ Administration for the cooperation 
they havé given us, and all of the witnesses, and also those who made 
the arrangements for us to hold the hearing here in the Federal 
Building. 

We have attempted to be as fair as it is humanly possible to be. If 
some of our questions have been embarrassing or too personal, it has 
not ben with the intention of harassing you, but it has been with 
the intention of attempting to get the facts on the situation, so that 
we in turn, as a committee, can compile these facts and, as I have 
stated previously, bring out legislation that will be helpful to the 
veteran, while at the same time not jeopardizing the best interests of 
any segment of society. 

Thank you so much. 

(Whereupon, at 8: 35 p. m., the hearing was closed. ) 





